Oraft Annual Raportfar the Year Endina iO 

Mnquma Local Municipality 

Annual Financ^^l Statemenls for tha y&ar inded 3C June 2Q11 

Accounting Policies 


Oirectiva^ issued and effectlva: 

Difective 1 Repeal of E^dsting Transettionsi Pfovisjonfi In, and Can&equBfiiial 4 %fi 6 ndmerH]| lo. Siandsrds of GRAP 
Di r^iwB 5 Detenml ni ng the G RAP reporting framework 

Dereotive 7 The applicaliiQn of Deemed Cosis on tha Adepnon Standards of GRAP 



fai rmanciilft^tei 
^cation IS 3kl( 
3Bm^l¥ as farv 


insis- 


Signlfloant jin|meTiti 


These annual fin and a( statements have been prepared \n accordance wth Generally Recognise d j^c oonting Practice 
(GRAP). issued by the Accounting Standards Board in accordance wrth Section 122(3J of the Finance Managemenl 

AcL (Act No 5e of 2003) 

TtiB principfl^ accounting policies adopted in ihe preperalion of these annual finenci-el’ st^jp^ts ai^^^^ul below 

Asse^. liabiliiias revenues and ejcporises have not been offset excepl when offsattiJK^ffeauired or perr^^^ by a Standard of 
GRAP 

The accounting policies applied am consistent with those used lo preseni thi 
ejfplicitly slated The details of any changes in accounting pelroJes ere e)iplainl 

GOENG CONCERN ASSUMPTION 

These annual finanoat statements have been prapared on the 
going concern for el least ihe nHirt 12 months 


us yeaTl^nnciai slatemin^. unless 
leleva^nlicy 


continue la operale as a 


Whan the praseniatinn or dassihcalion of items In the 
amounts ere restated The nature and reason for the fhcI. 
identified in the current year, the corterdion I^Ada retrosi 
reslated accord ingty. Where there has be^^p^nge in acco 
retrospeclivaly as far as is practicable,, aM RPtef^o^ ye^r compart 


STANDARDSp AMENDMENTS Ti 

The following GRAP standards 
municipal tty: 

‘ GRAP 23 Ravanue fn 

-GRAP2a Prgsen! 

A aummary 
belowAddI: 

HlBSS BCCI 

acocunlmg 


is amended, prior period comparative 
losed^Vhere accounting errors have been 
Is practicable and Ihe prior year comparafives are 
the current year, the adjuslmerkt ts made 
restated accordingly. 


.NDAR03®61D interpretations issued aUT NOT YET EFFECTIVE 
bean Issued not yel effective and have not been early adopted by the 

ns (Ts^is and Transfers)^ issued February 2CK3a 
InfofTTiatiajffl Financial Stafemenis - issued hlovembef 20C7 

, which have baen consistently appliodp are disclosed 


with the previous period, except for the changes sal out in noie 2 Changes In 


and sources of estlmatlan uncertainly 


In preparing the annualTI 8 |nciai statements, managament is rer^uired to make aatsmates and assuntplions lhal affect Ihe 
amounts represented in the annual financial sisismenla and retaled disclosures Use of avaiFable Information and the 
appircalion ol judgemant is Inhereni in the formafion of eslirriales. Actual resulls in the future could differ from these estimates 
which may be msterial lo Ihe annual fpnaneial statements . Signihcant Judgemenis include: 


COMPARATIVE INFORMATION 


Trade receivabEaa i Held to rr^aturhy Invaitmonts andfor loane and receivables 


The mu^ic^paNly assesses Its trade receivables and loans and receivables for impairment at the end of each reponmg period. 
In determining whelhar an impairmeni loss should be recorded iri surplus or defiori- the surplus rnaHes Judgements as lo 
whether ihara is observable data Indicating a measurable decrease in the esfimated fulune cash flows from a frnandal essel 


The impairment for hade receivables and Iobus and receivables la calculated on a portfolio Pasts, basad nn historical loss 
ratios, adjusted for national and indufitTy-spacific economic condilicns and other I ndscalors present at Iha feporting date that 
cofrelete wilh defaults on the portfolio These annual loss ratios are applied to Eoan balances in iha portfolio and scaled to the 
estimated loss emergence penodi 
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% ,1 Si g n Ificfl nt Judgemante a nd sou rce» of estim aUon uncertainty ( continued ) 


Provleionfi 


Provisions were raised and management dalamnmed an eatimata based on the information aveilsblB Additional dLScJoaure of 

IfieseeB^imatHS of provisiona are inciuded In note 12 ^ Provisions 



Post retEnement ben ef Eta 


Allowance for doubtfuE debts 


1 .2 I n vestnient property 


Tbe present value of tbe post ratifomenl obligation depends on a number of (actors imi 
using a number of assumptions The assumptions used \n determining iha net cosi 
changes in these Bssumptione will impad on the carrying amouns of poet retnienient 


an actuarial basis 
discount rate Any 


Tne municjpaliiy determines the appropriate discount rate at the end of each 
to determine Ibe present value of eslimated future cash oulflawa expected to 
detennlning the apprepriete discount rate, the municipality bunsiders the 
denominaled in the currency In which the benefits will be paid, and that have 
related pension liability 

Other hey asBumpiior® for pension obligaboris are based on 
Note 5 


be used 
ln 

lhai ara 
the terms of tha 


is disclosed in 


Co debtors an impairment loss is recognised in 
impairment is measured as the dltferenoe betwaen 
flows discounted at Ihe affactiva inierest rate, computed 


evidence Ihal H is impaired The 
the preaeni vaiue of estimated tuiure cash 


both] held to earr^ rentals cr for cepiial appreciati-Oin 


Owner-occupied 

purposes 


production or supply of goods or services or for administralrve 


Investment 
are 

can be 


It IS probable that iha future economre benefit nr service potential Shai 
flow to the muntepalfty, and the cost or fair value of Ihe Investment property 


InvfsimenI 


at cost. Transaction cosls are included In iha initral measurement 


Where 


no cost Of for a nominal cost, rte cost is its fair value as at the data of acguisiiiotv. 


Costs include 
replacement part Is 
derecognised 


initially and costs Incurred subsepuenyy to add to, or tjo replace a pari of. or service a property If a 
in ihH cariyrng amount of the Investmeni property, iha carrying amounl of the replaced pan is 


lAveslmeni property is property (land 
or both rather lhari for' 

« use in the produoliort 

« administrative 

< sale in the 


or part of a 


Gompensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or defwyl 
when thecompensalion bacames receivable 


Property interests held under operalmg teases are clessified and accounted for as investment property In the following 
circumstances 

When classification is difficuil. thecniene used to distinguish invostmeni property from owner^occupied property and from 
property held for sale in the ordinary course of business, are ae follows 
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1.3 Property, plant and equIpTtiPnt 

Property, plans and equipment are langidle non-current assets (iTic^udlng infrestiuolure assets) that are held for uae in the 
production or suppEy of goods or servtcas. rental to others, or fdr administrative purposes, and are e^cted to be used during 
more than one period 


The cost of an item of property, plant and equipment is recognised as an asset when 
■ it is probable that future economic bener^ts or service potenlral essociated with the lEem 

municipal ityi and 

* the cost of iha ilem can be measured rellabEy 

Property , pEant atvd equipmeni Is ininatly rneasured at cost 

The cost of an Hem of property, plant and equipment is the purchase price and other 
location end condition necaseary for it to be capable of opereung in the manner Intern 
rebates are deducted m arriving at the cost. 


iti flow to the 


13,1. 


INITIAL RECOGNITION 


Items of Property plant and equipment art initially recognised as 
cost of an item of property plant and equipment is the purchase 
rocahon and condition riecessary for it to be capable of oparati: 
and rebates are deducted In arriving at the cost. The cost also i- 
assets and restoring the site in which ii was iccated 


Where an asset is acquired by the munloipalily for no 
deemed lo be equal to the fair value of the asselon thi 


Where an item of property, plant anp equipm^ 
comhinaticn of monetary and nen-manatar 
acquired Item's fair value was net detern 



ig |he assat lo the 
le discDuots and 


|s acqujred^^changi 
Its. the assel^kuirad is 
it's deamad cosnbttie 





raeoTded al coat The 
bring |he asset to the 
palily Trade discounts 
of dismanilino and removing the 


i-esfchange trensadienK the cost is 


a neiT-monetary ass el or monetary assets, or a 
ally measured at fair value (Ibe cosiS If the 
ing amount of Ihe asset(s) given up. 
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1.3 Property, pJanl; and equipment (continued} 

When signmcanicompo-nente of an itam af pnopiity, plant and equipmenS have diffeient maeful Jivas. lhay a-re 
accounted for as separata itams (major components) of propany, plant and equiprnent 


Major spare parts and aarvicing equipmer« quality as prapeny; plant and equipment when the municipaliSy expects to use them 
during more than one period SimiJaiEy^ iffho major spare parts and servicing equipment can be used only ir\ connedion vyrth en 
item of properly, plant and equipment, they ere accounted (br as property, pEent and equipment 


132.2. SUBEOUENT MEASUREMENT . COST MODEL 

Subsequeni to Inrhal recognifiori, items of pfoperty, plant and equipmenE era maasured at i 
depraciaLon and impairment losses Lartd rs noE depreaated as it is deamad to have an ijj 

Where rhe municipality ra places parts of en asset, it darecognisas the part of the as ^ 
component. SubsaquenE expenditure incurred on an asset is capitalised when it incri 
benefits associated with the asset 

1.3.3. OEFRECIATION AND IMPAIRMENT 

[>aprecietiori is calculated on tha depreciable amounL using the strat 
assets Components of assets that are signify 

useful lives are depreciaEed separately The annual depn 

asset lives 

infrastructure 
Roads and Paving 
Pedestrian Malls 
Electricity 
Walar 
Sewerage 

Community 
Buildings 

Recreational Facilities 
Security 

Libraries 

Parks and gardens 
Other assets 

Heritage 

Buildirbgs 
Painlings 

Finance feasi 

Vehictee 


umulstad 

trfe 


r ^ 




litatises the new 
e economic 


useful lives of iha 
aTfd that hsve different 
mg estimated average 


Other assets 
Buildings 

SpecialisE vehicles 
Other vehicles 
Office equipment 
Fumrture and fvttm^ 

Watercraft 
Bins and conlalners 
Speoalisad plant and equiprnenl 
Other items of plant and equipment 
LandfilF sitae 
Computet equipmeni 


ye: 

30 years 
30 years 


years 
Infinite 


5 years 


3D years 
1 0 years 
5 years 
7 years 
10 years 
1 5 yeaJs 
5 years 
15 years 
5 years 
30 years 

3 yaMTS 


The residual valuo, fha useful Nfe of an asset and ihe Oaprec-iahon msihod is reviewed annually arid any changes are 
recognised as a charige in accouniing eshmate In Iha Siatamani of Financiai Performance 
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13 P roperty, pla nt and equ ipn^ent \ contfTiued j 


The iTiunicipaltty tesEs fof impaarmenl whafe there i& an indicahon ihat an may be impaired An assassmenl o w at er 
thBi'e is an indlcatran of possidb impairmenl is done at each fepojting date. Where the carrying amount of an itam of property^ 
plant and equipment is greater than the Climated recoverable emount (or recoverable service amounl). It is writtan dowtt 
immediately to its recoverable amount (or recoverable service amount) and an impairment loss is charged lo the Statement of 
Financial Performance 

1,3,4. DERECOGNITION 


Items of Property, plant and equipment are denecDgmsed when the asset Is dispased of \ 
benefits or service potential axpacted from the use of the asset The gain or loss arisin^" 
Item of property, plant and equipment Is cteiermined as the diherence between the 
is recog ntead in the Statement of Financial Parformenee 



no furtrtsr economic 
retirement ol an 
rrying value and 


Paga 1 61 


Draft Annual Rcpwt for the Year Ending 30 Jun« ZOl t 


D 


Mnquma Local Municipality 

Annual Firan-pal Ststemants fof the year ended 30 June 201 1 

Accounting Policies 


ied Resesfen 


1.4 Intang I bla Aasela 
1.4.1, INITIAL RECOGNITION 

An intangible easel is an ideniifiaWe non-mbnetiry asset without physical substance. EKamples include computer seftwane. 
licences, end dewalopment costs Tlie municipality recognises an Intangible assel (n its Statement of Financial Position only 
when tt is pfobable Uiai the expected future eDononnic benefits cr service potential that are attributable to the asGei will flow to 
the muriclpalrty and ttra cost or fair value of the asset can be measured reNably 

"Internally generated mtangibla esseis are subject tostilcl fscognltioo criteria before they arej 
expenditure is never capitalised while development expenditure is only caprtaiised to Ihe eir 
» the municipality intends to ccmplete Ibe intangible asset for usa or sale. 

' it is technically feasible to compLele Ihe miangible asset; 

■ the municipalily has the resources lo compteie the project; and 
- il iS probable lhal the municipality will receive Tuture sconomic benefits or service po^i 

Intangible assets are initially recogrtised at cost 

Whare an intangible asset, is acquired by the municipality far no or nommal coni 
transaction), the cost is deemed lo bo equal to Ihe fair value of lhal ^ 


Where an ini&ngible asset is acquired in exchange for a non-moi 
and non^monelary aaaets. ihe asset acquired Is inTliaHy measured 
not determinable, it’s deemed cosl is the carrying amount of the ' 


1.4.1. SUBEQUENT MEASUREMENT - COST M 


Intangible assets are subsequentty earned at 
intangible asset is amorlisad over me user 
the asset Is not amonised but rs sub;eci 
ejqjansewhen It is inconed unless il fori 
value of intangible asset is eslimatji^MB^ba nil 

1,4.3. amortisation AND 

Amortisatian is charged 
etraighl line method TJ 
lives;- 

Compuler Sol 



The ami 
reporting 




^ a combrnalion of monetary 
the acquired ilem^s fair vatue was 


sation and impairments. Ths cost of an 
Where the usefut life Is Indefinite, 
idi-tgre af an intangible asset is recognised as an 
Sssel that meets the fecogmlion criteria Residual 


ir valuafTBh of intengible assels over their estsmatad useful lives usmg Ihe 
re based on the fcHowtng estrmated average assai 


|I lass 
vhere that ui 
inual smpairmen! 
ie cost of an mte1 


onmethod for an mtangible assel with a finite useful life are reviBwed et each 
nised as a change In acounting estimaie in the Ststemeni of Financial Perform ence 


The municipaliij'^^ntengiblel^is wilh finite useful lives for impairment where ihera is an fndication that an asset may be 
impaired An assaS^ni of whett^r there is an Indicahcm of possibte impairmenl Is dona et each reporting dale Where iha 
carrying amount of aRtbm of an intangible assal Is greater fhan the asti meted recoverable amount (or recoverable service 
amaunt). It is wrihen da!B|pmmedi3teSy to its recoverable amounHor recaverable service amount ) and an impairment loss is 
charged 10 the Staternantm Financial Performance 


1.4 4, DERECOGNITION 

Inlangible assets are deiecognlsed whan the esset is disposed of or when there ere no further aconornii: benefits or service 
potential expected from ihe use of the asset. The gaFn or loss arising on the disposal or retirement of an intangible asset is 
determined as the difference between iha sales proceeds and Ihe carrying value end Is reccFgnisad tn iha Statement of 
Financial Performance 
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1 , S I nvastfr ent p roparty 


orwja it meets 

transection 
of acquisiEian 


1 S.1. initial RECOGNmON 

Invflstment ptoper+y includes property (lend or a building, or pert of a building, or both land or buildings held undar a Finance 
lease) baW to oann renlsls and/or for capital appreciation, rather than held to meet sBTvice delivery ^ 
objaclivBs„ the produclion or supply of goods or services, or the sale of an asset in Iho ordinary of aparstions 

At Initial recogrtition. the munioipaitty tneasures investmeni property al cost meluding 
definition oF mveslment property. However, where an invesEmBot propeny *as acquiri 
(I.e where it aociuired the mvaalmeot property for no or a namlnal value), its Mt ts its 

The cost of seiF-oonfiifucted inveatirienl property la ihe cose at date of complairan 

1.5.2. SUBSEQUENT MEASUREMENT . COST MODEL 

Investment property Is measuredl using the cost model Under Ehe cose model 
accumulated depreciation and any accumuEated impairment losses 

Depredation is calcolaEed on Ehe depreciable amounE. using 
assets Ccmponents of assets that are signifioant In nelalion 
deprecated sepafatoSy 


Impairmerv 

At each end at tl 
or deficit, lo detei 



1 .6,5. SUBSEQUENT MEASUREMENT ^ FAIR Vj 

Investmeni property is measured using (hefei-r valuemc 
fair value! at ihe reporting dale Any gam or jjAariBing hoh 
defidt for the penod in which It arises. 


1.6 Financial Instrum ante 

CUssfficatLon 

The entity classifies hna 
^ Financial lii " 

Classification depi 
recognition CL^SiFil 
value ihrou gB^ rpEus 



earned al cost less any 


Intimated useful lives of the 
thai have diffarent useful lives are 


valii^odGl inveslmenE property is earned at its 
fair value of the property t& induded In surplus qr 


iio the following categories; 


iinancral Instruments were omemeo f incurred and leKes place el initial 
^ual basis, except for derivatives and financial assets designated as at fair 
be classified out oF the fair value through surplus or defioit category 


:^rtmg peridShe municipality assesses all financial assets, oi her than those at fair value through surplus 
whether Ihere ib objective avidence that a financial asseJ or group of financial assets has been Impaired 


For amdunts due to the 
bankruptcy and defauH of 


picipatity, significant financial difficuiEies Oif the debtor, prohabilily that the debtor wUI enter 
Ta^ments are all considered mdicalors qf impalrmant. 


In the case of equity sacunties classified as availabfe-For-sale, a signiticant or profonged decline m the fair vatue of the security 
below Ifs cost ts considefed an indioator of impairment If any such evidence extais for availabie-For-sale financial assets, the 
Cumulative loss - measured as the difference between the acguiailion cost and currentfair value, fees any impairment loss on 
that financial asset previously recognised In surplus or deficit - is removed from equity as a reciassificatJon adjustment and 
recognised in surplus or deficu 

Impairnrkent losses are recognised In surplus or deficit. 

Impairment losses are reversed when an increase in Ehe financial asset's lecoverable amount can be related objectively to an 
event occurring after the ImpflliTnenE was recognised, subject to the restriction that the carrying amount of the financial asset st 
(he date ihai the ImpaiTmeht is reversed shall not exceed what the carrying amount would have been had the impainment nqi 
been recognised 
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1.6 F^nanckal Kr^slfuments IcontjiiLjed) 

af impairmarit losses are recognised m surplus or deficit except fot equity mveslinanis classified as availabie-for- 

sale 



ijdered 

heir pralbf^^ 


Imouni 


^afrowmaB^Baav are 
lOsequently rfi^nred- at 


Impairmenligsees are also nql eubseQuer^lty reversed for eveilable-for-saie equity inveslments wtiioh are held alcost because 
fair value was not deierminable 


Where financial assets are irnpained througfi use of an allowance accouni. the amount of the 
deficit witNn operating expenses. Whan such assets are written off,, ttie wrrte off is made eg; 
account Subsequent recovehas of amounts previously written olf are credited against oo^dimg e: 


1,6.1, 


Trade and other receivables 


Trade end other receivables am categorised as financial assets loans and re^vables aH^^e^Hatly reoogjf^d at fair value 
end Subsequently carried at amortised cosl. AmoTtlsed cost refers to the initi^B^wng amon^mlue intarasi less repayments 
and impairmants. An estimate ta made for doubtful racaivables based on a ra’^Bp iM O iftslanfcB amounts at yeer-end 
Significani financial difficulties of the debtor, probability that the debtor will anterwnKfflhu or Firnjaal reorgarusatlon, and 


default ordelinquanoy in payments (more then 30 days overdua) an 
Impairments are determined by discounling expected future cash 
within monlhs from the reporting dale are classified as curre 
An impairment of trade receivables is accounted for by reducing thf 
allowance aDOouiit. and Ihe amount of the Iexss es recoonis ediiMh e 
expenses 

lrQ.2. Trade payables and Borrowings 

Financial liablirtios consist of hade payables 
cosl. are intitislly recognised at fair value 
lass rspeymonts. ptus mlerasl 

t.6.3. Cash and cash equivah 


recognised In surplus or 
qlevant allowance 

LfiS 


^thelWe rocesvable is impaired, 
nis that are recewebls 

ade receivables through the use of an 
*arformanoe wilhin operating 


jOfised as Unanciai ^Ifcaibilihes held at amodmed 
ort^Eed cost which is the initial carrying annount. 


Cash inctudec cash on hand (indB^g petty cash} aniksh with banks (induding cell deposiie) Cash equlvalenls are short- 
term highly liquid inveslrnent^edafn^^^^^S into kone amounis of cash, that era held wilb registered banking institutions 
wilh meturities of three n^fl^to^esNDIf^Vh^ct to affinsignificant risk of change in value For the purposes of the cash 
flow statement, cash a^Rsh^Bwalents comp^Bcash on hand, deposits held on call with banks.,, net of bank overdrafts The 
municipality categonee^Bah en^Kh eouivatenMB financraE assela- loans and receivables. 


Bank overdiai 
Amounts o' 
COSI 

1 MA. 


Utilised Finance charges on bank ovordrafl are expensed as incurred 
b categorised as financial llabrlrtias' other rmancisi liabiities carried at amortised 


Bank overdrafts art^growlngs are [niually massurad a! fair value, and are subsequentiy messured ai amortised cost, usmg 
the effective mteresi f^^etht>d. Any difference between ihe proceeds (net of transaction costs) and iha settEemem or 
redempiion of bofrowiri^| recognised over the term of |he borrowings in accordance with the municipalily's accounling policy 
for bortowirig costs 


Financial liabKlilies arid equity instruments 

Financial iiabilities are classified according to the substance of conirectuai agreemenis eniered into. Trade end oihar payables 
are staled at Ihgir nomlnaE value 
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17 Laasas 


177. MUNICIPALITY AS LESSEE 





FiHince leases - lesaao 


Operating leasee ^ 


Operating lease mvenua iTrscci^ntBed as revenue on a sti^a>ght-line basis over the lease term 


Leases are classified as finance leases ■where substantially all the risks and rewards associated wrth ownership of an asset are 
l^aneferred to the municipality Property, ptant arvd equipjnent or inlangiblt assais subject to finance lease agneBments are 
initially rscognssad al the lower of the asaei'B fair value and the present value of the mimmunn lease paymsms The 
corresponding liabilities are Initlalty recog:nl 5 ed at tha incepfion of the lease and are measured as the sum of the minimum 
lease payments due in terms of the iaasa agreefnent. discounted for tha affect of I merest In dis^Hfing the taasa peymenis. 
the municipaNty uses the interest rate that exaotty discourits the lease payments and unguaranl^Hfestduat value to The fair 
value of the asset pitrs any direct costs incurred 


Subsequent to imual recognition . Ihe leased assels are accounted for m accordance ^ 
applicable to property, plant, equipment or mlanglbles The lease Irabitity is reduced I 
between the lease fi nance cost and me capital repayment using the effective interest r5 
expensed when incurred. The accounling policies relating to derecognition of^ancial i 
payables The lease asset is daprecieted over the shorter of the asset's usefu 

Oparating leases are those iBasas thai do not fall within the Eoope of the above 
on a straight J me basis over tha term of the relevant lease. 


re stated acB^^ting policies 
lease payman^mhich arg allocated 
ease fi costs one 
m apptieoluBase 


lease rentatE are accruad 


Minimum 
charge Is 
of iha 


Ifie finance charge and reduction of me outstanding liability The finance 
so as to produce a constant periodic rate of on me remaining balance 


Any conungont 


iha panod In which they are incurred 


17.2. MUNICIPALITY AS LESSOR 


UndHf a finance lease the municipality racognises ihe lei 
asset {reoeivabta) The receivabte is caicutated as the 
unguaranteed maidual eccfuing lo Iha munidpality, dii 
reduced by the capital portion of the laaGe mstelmants 
on a time proportionate basis The accounting policies ral 
applied to lease receivables. 

Rental Income from operating leases m 


d if^kms of a lease agreernent as an 
laaSrotoymcnts lo be received, plus any 
^te impflSt in the lease The receivable is 
iFtppn being ceeDgnised as intar^est revenue 
impairment of fknancial instrumants are 


er the term oF the relevant lease. 


Finance leases are 
the leased property o-r, 
included in The 


stalement of fir^ancial position at amounts equal to Iha fair value of 
lease payments Tlie corresponding llebilily to the lessor is 
lease obligation 


The discounl rate 


or the minimum lease payments is the mieres-t raie implicit in me lease 


Initial direct costs incurred in negotiitmg and arranging operalmg leases are added to the carrying amount of the leased asset 
and recognised as in esq^anse over the lease term on the same basis as the lease revenue 

The aggregate cost of incentives es recognised as a reduHCtion of renia! revenue over the lease Term on e straight J me basis 
The aggregate benefit of mcentives ts recognised as a reduction of rental expense over the lease term on a sireighi-iina basis 


Income for leeses is diactosad uiKfet revenue 


Operating leases ^ leasee 
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1.7 Laaafls (contEnuad) 

Operating lease payments are recognised as an expense qn a siraJgltt-lsne basis over Ihe leifse lerm, The difference between 
the amajnts reciiTgr^i^ed as an expense and Ihe conEfeclual paymenis are racogmaad as an operating lease assel or liabilily. 


1 .a Impairmfliil of cash^generatlng assets 




Cash-generating assels are those assets held by the municipality with Ihe primary objective of ga nag ting a commercial return 
When an asset is deployed in a manner consisreni wiih ihai adopled by a profFt-orientated enbt^^SB^^rates a commercial 
return. 

Impabrnnent IS a loss in the fiiture economic benerits or aarvice potential of an asset. ove^|7^bov^Qk systematic recogniiion 
of Ihe loss of the asset's future economic benefits or service potential through depnaaj^Bnam-DrtLsatH 


Carrying amount is the amount al which an asset is recogntsed in the statement of flm 
accumuiaied deprociation and aocumuiated impairment Goeses thereon 

A eash^generalmg unit is the smaliest hdentiriable group of assats held with 1 
return that generates cash inffows from continuing use that are largely independ 
groups of assets. 

Costs of disposal are incremental costs directly attributable to thi 
expense 

Depreciation (Amortisation) is the sy&tamalio allocatiort 

fair value less costs lo sell is the amount obtainable fro^iha sale □! 
hnowledgeabte. willing parties, less the costs of disposal 


rabng unit Is 


an 99 
or SFrnilar 


cas^ 


Recoverable amount of an asset or a casl 

Useful life IS eiiher 

- (a^ the period of ume 

- (b) Ihe number of 

Criteria developed by the 
1.9 Employee 
Defined 
Payments 


where the 
Defined benefit 
For defined benerM 


ing any 


generating a oommerdal 
from other assets or 


lanca costs and income tax 

I over its useful life 
in arm's Ipnglh transaptFon between 

ir value lass costs to sell and its value Ih use 


PS expected to boused by me mumcipelrty; or 
expected lo be obtained from the asset by Ihe municipal ily 

leratifig assets firom non'Caah-genorating assais are as follow 


plans are charged as an expense as they fall due 

state plans) retirement benefit schemes are dealt with as deflnad contnbulion plans 
is equivaleni to Ihose arising In a defined contribution rebremeot benern plan 


cost of providing me benefits is determined using the projected credit meinod 


Actuanai valuations are conducted on an annual basis by indapandanl actuanas separatity for each plan 


Consiifaration is given to any event that could Impact the funds up lo and ol Itie r iponing period where iNs inter im valuation is 
performed al an earlier date. 


Past service costs are recognised Immediately to the extent that the benefits are already vested, and are otherwise amoriteed 
on a sualghi line basis over ilie average peri^ unlit the amended benefits become vested 

To tha extent IhaE as the begmning of iha financial period, arty cumulative unrecognised actuarial gain or loss exceeds ten 
perceni of the greater of the present value of the proiaded benefit obligation and Ihe fair value of the plan assets (the corridor), 
that ponion Is recognised in surplus or deficit over me expected average remaining service lives of participatng employeas 
Actuarial gains or losses within Iha corridor are not recognised. 
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19 EmpSoye® benefits (cDntinued) 

Gains Of losses on iT^b cortailmant or aaStieirient tjf a defined henafli pken is recognised wi^an tine eniity is defnonstrably 
committed to curtailmeni or sattlamenl 



Wlien I1 15 virtually certain that anathai party will felmburse some or all of the eiepandfiufe raquifed to settle a defined benefit 
abligalion. ibe oght to relmbufMmBrtt ts recognised as a separate asset The asset is measured ai fair value In all o^r 
respects, the asset is Ifeaied in the aante way as frian assets In surplus or deficit, the oj^ense relaJiAg to a defined benefit 
plan IS presentad as me net of the amount recognieed for a reimbursement 


Retirement benefits 


110 Provisions 


Provisions are recognised when ih|^||iiicipaliLyl^a present or constructive obligation as a result of past events, if is 
probable that an outflow of rasou^K^bodying eOTortilc benertts will be rBqu^fed to settle the obligation and a reliable 
estimatB of the provision can be nSde. Provisions arSfcu^ed al reporting date end adjusted to reflect the Ciirrenl best 
Bsbmate Where the effect l^afe^fcaaMMliaiif provilfc are discounted to their prase nt value using a pre-tax discount 
rate Ibal reflects the fir^ value of money, adjusted for neks specific io the liability (for 

CJiample in the case ofaRati^Vpr the rehabllit^pn of tend) 


Tba municcpairty 
possibility of aj 
of tconomi^VTertts u 

Future eveiW^at ma; 
rs sufficient oQniiVJ 
measuring a pr< 
corttract is recognii 


^niingam^piilly oi contingent asset A contingeni iinbillty la dboloaed uftleee the 

benaflis is remote A contingent assei Is disclosed where an infiow 

iffa5B|e arrflfc required to sohle an obligation are reflected irt the amount of a provision where vhsre 
enc^mi the^Mill occur. Gains from theexpacied disposal of assets are not taken into account in 
ProvisionMie not recognised for future operating losses The present obligation under an onerous 
nd measured as a provision 


A provision for nastructuTl^costs is racognised only when the following cntena over and above ihe rsoogriltion criteria of a 
provision have been mel; 

(a) The municipality has a detailed forniat plan for the restructuring identifying al least: 


The amount fBcoa^'iseol in Iha slatement of financial position repraserrts Ihe prase nl vaEue 
adjusted fof ur/ecogrtised actuarial gams and losses and unfoeogmsed past 
plan assets. 

Any atseE is limited to unrecognised actuanai Eosses and past service cosis, plus 
reduction in futune contributions to the plan 


obligation as 
the fair value of 


The municipality provides retirement benefits for its employees and 
payment of ralirement benefits are charged against revenue In 
are adminKtered on a provincial basis, are actuanaily valued 
identified are recognised aa a liability and are recovered through 
proportional basis to all panicipaiingmunlcipalitii 
muftlcipalitiea is unavaHable due to Dentralised 
accounted for as if thay were dehned caotrlbution 


Obligations foi the 
benefit funds, which 
basis Deficits 
future contributions on a 
of individual paiticipating 

benefit plans have been 


- hie business or part nf a business concerned; 

- the principal locationa affected; 

- the location, function, and epprcKimate number of emplcyees who wilt be compensated foi terminating their services 

- the aKpenditures that will be undertaken, and 

- when the plan will be impteniienrted, and 


(bj The municipality has raised a valid enpectatrnn In those affected that it will carry out the restructuring by starting to 
Implement that plan or announcing iia man features to those affected by iL 
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^,11 Revenue 


REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue frem e>cchsnga transactions fefera to revenue that accrued to tne mumapalrty directly In return for services fenderea 
^ goods sold. lf>e veiue of which approKimates the consideraiion received or receivable 



payable to tl 


Service charges relating to elecifictty and water are based on coniumption Meters are read on a quarterly basis end are 
recognised as revenue when invoiced Provisional esiimales of consumption are made marTthly meter readings have not 
been performed The provlsianal estimates cf consumption are recognised as revenue when inv|«f Adjustments to 
provisional estimfitos of consumpljon are made in the invoicing penod In which metars have These adjustments are 

recognised as revenue in the invoicing period 


Revenue from me sale of eieciricity prepaid meter cards is rocogntsed at me point of 


Service charges ralatiing to refuse remaval are recognised on a monthly basis in 
each property that has improvemems Tariffs are deteffnined per category cjf 
on She recorded number of refuse containers per proparty 


Service charges from sewerage and sanitation ate based on the number 
using the tariffs approved from Council and am levied monthly. 

imarest revenue is recognised on a time p-foponion basis. 

Revenue from iha renrtal of facilities and equipment is 
agr^ment 

Dividends are recognised on the data that fhe 


Itie 
levied 


each developed property 


term of the Isaee 


the dividend. 


Revenue arising from the application of Ihj 
by eppiying the re^evenl gazetted tariff. 


■roved tafrff of 
udes the issuing 


Revenue hom the sale of goods 
consumer 


Revenue arising oulof 
the amount of any fee 


REVEN 

Revenue 
without dll 
recognisi 
repay the am 


when the relevant service is tendered 
and permits. 


icognised wheifUibBtantialiv all the nsks aivd rewards in those goods is passed to ihe 

lality ac!l as an agent on behalf of anoiner entity (the principal) Is limited to 
unicipality as compensalion for aKeculmg the agreed services 

ACTIONS 

[CtionsTlSrs to Iran&actions where the municipality received revenue from another entity 
It value In ej<change Revenue from non-eitchange iransacitons is generally 
ed receipt w receivable qualifies for recognition as an asset and there is no liability to 


Revenue from nmrW^ ratn;; IS recognised when the legal enuiiement lothis revenue anses Collection ctiarges are 
rEcogntsed when aucfl^jiaunts areJegally enforceable Penalty inEsreaion unpaid rates Is recognised on a time 
propoftienate basis 


Rnes constitute both spot fines and summonses Revenue from spot firms and summonEes is recogrrised when payment 
is received, together with an estimate of spoi fmes ar^J summonses that will be received based on past eipBriance of 
amounts collected 


Revenue from public contributions and donationa is recognised when all conditions associated with the contribution have been 
met or where the coniiibutlon is to finance property, plant and equipment, whan such items of property, ptant and equlpmenl 
qualifies fqr recogniiion and first becomes available for use by the municipality. Where public conlributions have been 
fecasvBd but llie rnunicipality has not met the related conditions, a deferred income fliabiJityJ Is recognised 

Contributed property, plant and equipment Is recognised when such items of property, plant and equipment qualilies for 
recognition and become available for use by the municipality . 
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M1 Revonue (contfcnafld) 


Revalue frwn lha recovery or unauihorieed, irreguief , fruitless end waetelol ex^ndrture is eased on 

indoding those set out in the Mgmcipel Finence Martagement Act (Act No.SS of 2003) end Is fecogniseO when the recovery 

Ifiereof rnnn the rasponsibie coundHcir^ or officials is virtually certain 




terms in lawmr 
& exlenn to iha fepOTtifSr 


imnsfen 
et by enl 


at tnrapvernment 


r-nfij^^Mnafrts or Iw^oe 
esiablimpid to provide rave 


or SBn(| 
A. servii 


'iliel receivifflDf rtcelvaolny erP 
breach of ijBBjm re'quiatioBfc 


uansectiOjj^JWt are not ejtchifmhensi 
iB fronn ampm^unicipalily wrlhoim^ 
itity withOTdiT^mjKeiyir^ approidl^B 


1,t2 Revenue from nqn-exchange trertsacllons 

Revenue comprises gross inflows of economic benefits or service potential received and rec^ 

(Bpfesents an increase in net assets olhaf than incraases relating to conlnbutions from owi^ 

Cohdrtions on transferred asseis are supulatiors that specify lhai the future economic Jiff its or sem^otenhai embodied in 
lt>B asset requi red to bs consumed by ilia feclpieoi a& spacifted or 
returned to the transferor 


Control of an asset anse whan ihe municipality can use or oihfirw^sa 
exclude or otharwise regulate the access of othefs to that benefit 

Exchange transactions are ifansactflons in which one enirty 
directly gives approximatfily equal value (primarily in the form of 
exchange 

Expertses paid ihrough the tax sy&tam afe amounts that 
taxes 

Fines are econonmc benefits or servica polenlial 
ehForo^eni body, as a cof^equenDe of iha 


Norbexchanga transactions are 
municipality either Teoelves value from 
gives value to ariother munid pality 


Restrictions on transferred 
bul do ool specifv ihal future 
as spe&ried 

Stipulabons on 
transferred asset 

Tax 

to others 
The 

Taxes are 
regulations. 

□f the law 


municipal iiy, whicn 


or service pS^tial must be 

' Its objectives and can 


extinguished, and 
to another entity in 


■of whether or not they pay 
as determinsd by a court or other law 


In a oQfi-excbanga transaction, an 
approxlmaleiy equal value in exchange, or 
equal value In exchange 


stipulaUons 
benefitE or 


Of direct the purposes for whibh a transferred assal may be used, 
is required to be returnacl to Ihe transferoi if not deployed 


or a binding arrangement imposed upon the use ol a 
law that provide certain taxpayers with concessions that are not avaiiable 


legislature or other authority has delerTnrned will be subjeci to taxation 

potential compulsorily paid Of payable to entities, in accordance with lews and or 

to government Taxes do noi inr^ude fines or gihar penalties imposad for breaches 


Transfers are inflcws of f^re economic benefiis or service potential from non-exchange transactions, olti^r ihan toxes 


Fines 

Fines are recognised as revenue whan Iha receivable m.Bets the definition of an asset and satisfies the criteria for recognition 
as on asset 

Assets arising from fines are measured et ihe best estirnale of the inflow of rasources to iha municipBlily. 

Wbara the munlcipaFity coliicls fines in the capacity of an agent, ihs fine will not be revenue of Ihe coltBcang enlfty 
Gifts and donations, Including goods In-frind 
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1,12 Revenue ffom non^xchsrge traneacttonB (conlinued} 

Gifts end donations. incJuding goods in hind, are recognised as assets and revenue when it is probable that the fulunB 
economic beneriEs Of service pqientifll will flow to the rnurJcipelity aird iha fair velue of the assets can be measured reliably 


1,13 Trade end Other receivabias 



beanTOdoaied, 

It. muni^^itv or i 

ncipl PerforrnlHE^ 


K noE beHn^&dq 
Semens . muni® 
nance Mensgeifl 
financial Perfo 


idhura 


sfu! ejqsendrEufi 
mWy aceouniei 


Trade and other receivables are categonsad as financtaS assets loans and receivables and are rniEi^y recognised at fair value 
and sitbsequenlSy earned aE amortised cost. Amortised cost refers to the Initial carrying amount. olAkiteresi. less repaymenis 
and Impairments An estimate is made for doubttu^ receivabJes baserJ on a review of aJi ouEstaJ^HTamounts at year-eod 
Signifrcani ftnanoial difficulties of the debtor, probabrl^y that the debtor will enter banhrupEcy^^^&M? reorganiiiation and 
defaykt or delinquency In paymenfs (more than 2^ days overdue) are considered indicalOf^jWEthe®^ receivable ts 
impaired Impaiime-itis are determined by discounting expected future cash flows to Ihai^Biaent vslu^&cn&Lints that are 
receivable within 12 months f-rom the reporting date are class ified as current 


An impainriertt of ir^e recetveblee is accounted for by redvoing me carrying amounE off 
ellcwance account, and the amount of the loss is recognised In the Statemen^^inancial 1 
expenses When a frade receivable is uncollactibla. ri is written oft SubsequeUHTOfl^he? ofl 
crediled against operating expenses in fhe Statamant of Financial Perlormancei 

1,14 Trade payables and borrowings 

Financial liabilrtios consist of trade payables and boffowings. The; 
cost, ate inEtlially racognisBd at fair value and subsequentl y meas urel 
less repayments., plus interest 


tables throw^the use of an 
ance within □perating 
ignEs pfaviously wrilten off atie 


ncial liaibilities held af amonisad 
ncJti is the initial carrying amount 


1*10 Use of estimates 


US Unauthorised expenditure 

Unauihonsad expends ure is ejipenctLture they 
ailocalLon rece'ived from another sphere ofj 
lhat is not permitted In Eenms of ihe Mun^ 
eccounied for as an expense in the Sta^n^nt^ 
as ravanuB in the Statemenl of Fin 

1,1$ Fruitless and wasteful exj 

FruiMess and wasteful 
been exerctsad 
and where recovered. 


that IS nol In terms of the conditions of an 
n of slats and expenditure in the form of a grant 
No.S6 of 2003) Unputhorisad axpendiEura is 
id whOfe recovered, it is sut^equentJy ecoounied for 


at wasH^de in vain and would have been avoided had reasonable care 
accounted for as exponditure in the Statemant of Financial Performance 
r as revenue In the Statarneni of financial Parfnnnanoe 


Irregular 
Municipal 

Is sccounted for 
for es revenue In 


conlrary to Eha MunidpPi Finance Management Act (Act blo.Sd of 2C^3), the 
the Public OfficH Bearers Act (Act Mo 2Q of 1 990) or is in contravention of ihe 
policy Irregular expenditure excludes unaulhonsed expenditure Irregular expenditure 
Statamanl of FJrrancia! Performance and where recovered. It is subsegueniiy eccounled 
of Financial Parformanca 


The praparation of annual financial statements in oonfomnily wilh Standards of GRAP requires Iha use of cedain critical 
accounting eshmaias It also requires management to exercise ils judgement in the process of applying the muniapality's 
accounting pollclas. Tha areas Involving a higher degree ofjudgeinent or complexity, or areas where assumptions and 
eslimatei are significant lo the annual flnanciai stfttementa are disclosed In the relevant sections of the annual financial 
sigtaments. AJ^ough these estimates are based on management's oesi Jtnowiedge of current events and actions they may 
undertake In the future, Ar^tuB] results uhimatoly may differ from those eslimates 

1.19 Prasentation of currency 

The:se annual Financial statamants are presented in Soulti African Rand 
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1.20 Oftofitting 

Assats. revenue and ojfpan&as have npi been offset except when offsahing is required or parmittad by a Standard of 

GRAP 


1.21 Conditional granisand receipts 


Revenue received from conditionel grants, donabena and funding ate recogntsed as revenu_^ 
has ccHTipljed with any of ihe crilena, conditions or obligauona embodied In ihe egreemenr 
condilione or obligations hava not been met a liability is reoognised 


[extern that Ibe munioipsliiy 
1 1 hat the criterie. 


1.22 CaaN and other cash equhritonts 

Cash includes cash on hand [irvctuding petty oarih} and cash with banks ^Ifsdu 
term hrghly [iqutd inveslments, Toadil^ convertible in-to Known emounlis of caar 
wil^ malurilies of Ihrae monihs or less and ere subjecl to an ^nsigflific^T^t fisK 
flow statement, cash and cash equivalents comprise cash on hand, deposits 
municipality categorises cash and cash equi velenis as Flnanciel 

Bank overdrafts ate recorded based on the facility uliiised Finani 
Amounts Owing in respaci of bank averd rafts am calfigorisad as 
cosl 

1.23 Grants, Tranefere and Donations 

Grams, transfers and donetions received or re^vabJe aj^Bc^nlsed 
chieria for recognitian as an assel A cornesp|Bng Eiability li^^ed lo ti 
conditionel The liability is transferred lo r^Me as and when^^eondii 
conditions etiaoned are recognised as re^^hurhen the asset is 




call de^feii|^Ksh aquivel^& are short- 
^are hetol^freglsiered banking instilutjons 
jn vaiiS^^r the purposes of the cash 
baifBy^et of bank overdrafts. The 


ensed as ioouffed 
Inanciel liabilties carded at amortised 


lourcas that have been transferred meel the 
‘Xient that ihe grant, hansfer or donation Is 
attached to the grant are met- Grams wilhoui any 
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Figures In Rand 2010 


t. Change a In acoounUng poFIcy 

The annual financial stataments have been pfepare^^ m accordance wHh Standande of Generally Raeagnised Aceounhng 
PfBCtioe. 



Property^ Plant and Equipment 


Intangibles 


Investment property 


During lha year, the muniHehly changed its accounting poJicy wUh raapsot to the Ereatmant af Proviaiona In order to conform 
with the requirements of G RAP 19 - Provissons, Contingent Uabjlitas And Contingent Assets. This change waB applied 
retrospectively The provisions wore Itii^ ro-siatsd as follows 


During the year, hie municipaliiy changed its accountirig policy wilh respect mthe 
In cfder lo conform with the roquiremenEs set out in GRAP IT - Property Plant and 
fOtrospeciivaLy.Tha 2DT0 Property, Plant and Equipment balance was 111 us re-slated as 


Plant and Equipmtni 
was applied 


14a.4BO.204 

81,190,127 

(545,803) 

4&.69S 

(16.677.352) 


Restated balance disclosid In corresponding figures 


212.503,874 


During the year the municipality changed its 
confonn wilh the requirements of GRAP 102 - 
were thus re-sta:ed as fallows; 


Assets In aider lo 
The Intangible Assets 


Balance per 2010 Annual Report 
Change in the 2010 Opening Balance 
Change in the 2010 depreoation 


236.159 

62,782 

(62,782} 


236,159 


During the yeaf„ the 
conform with ihe 
Investment 


with rospecE to Ihe ueaimenE of Investment Property in order to 
Property Thischange was applied reifospedivaty The 2010 


Balance per 
Change in 
Change 


63 . 565,413 

(657.019) 


Restated 


figures 


* 62,907.794 


Provision for 


of landfill Site 


Balance per 2010 Annual Repon 
Increase In the 2010 Opening Balance 
Decrease in the 201 0 computer equipmenl addHions 
Increase in the 2016 infraskructure additions 
Change in the 2010 depreciation e^^pense 


Restated balarice disclosed In 


Balance per 201D Annual Report 

Ifvcrease in Pmviaions - Impact of ful) adopMon of GRAP 19 


14.494,000 


14.494,000 
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Figures in Rsnd 


2011 2010 


1, Ch angee In accounting pc iicy ( co niJ n uad} 

Depreciation and Amortiaatkon 

During me year, the municipality ckianged Ils accounting policy with respect ko lh« tfaaiment of Property, plant and ^uipTnant 
and thus began recognising depreciakion ock Ihe assets thJS was done in order to In order to conrojffi wH3i Uis GwP Im - 
properly Planiand EqyipmenJ Tht« change was applied retrospedively The depreciatton Ihe 2D 10 fioancial year 

was thus re-slated as foilows 

OepreciaUon and amodisaUnn previously not recognised 
General expenses 

Dunng trie year, me municipality changed m accounting policy wim respect t^ 
with the raquiremenis of GRAP 19 - Prc^ismrrs. Contingent LiaUikitBS And Con 
landFill site ejfpenae was reused 

Increase in rehabllrtation of fcandfili site es4panse 

The aggregate etfed of the changes In accounting iMlIcy on iha sn 
as follows: — 

Statement of Financial Position 

Increase in Pfoparty, Plant and Equipmeni 
Increase in Intangible Assets 
Increase in Inveaimefit Properly 
iTic^ase in Provision for rehabitialion of iq 


Slatemeni of Financial Perfofini 
Increaea in deprecialion andamoi 
tncraase In raliebiiilation 

tn crease in expenditu 

Accumulatei 
Opening Ba 

Increase iH|Kperty, Planted EqiJi&|eTit 2010 Qpenmg Balence 
Decrease Ii^Ml 20 1 0 ciiWhkE 0 u i^ro^nl additions 
Increase In mjfajdpraatnjciffi^ssets addilians 
Increase in the TBWFrQpBny, Plaft-and Equipment deprecrahon expense 
Increase In the 2Q1aweTima Balance for Investmenl Propeity 
tncreaso in the20tD3m|cia!iOfi expense for Investment Property 
Increase In the 2010 Op^®g Balance for Intangible Assets 
Increase in the 2010 deprecation expense for Inlangible Assets 
Provision for landfill site 
Prior period errors (PiBase refer to no4e 32) 



(133.663 .455) 
(81,323,693) 
543.803 
(48 698? 
16.677,332 
(63.366.413) 
667.619 
62.762 
62.78Z 
1 4.494 ODO 
(16.320.879) 


- (262,821.600) 
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3, Proparty, plant and equipment 


2011 


Cost / Ac cum u1 Bted Ca trying value 

Valuation depreciation 
and 

accumulated 

tmpainnent 


Land 

Buildings 

Plant and machhery 
FurniEure and fixtuTos 
Molcr vatildas 
OETtce equkpmant 
Computer equipmenT 
Intrastructufe 
Community 

Other property^ pIsnE and 
equipment 

Total 


7M2i.510 

79,016.134 

5059626 

2.630,796 

6.S00.993 

652.011 

994.006 

549,546.643 

14.249.000 

2,135.396 


(14J79.334) 
(40,705.447) 
(1.03S.55B} 
(939,510) 
(2.694.902) 
(167.031) 
(377.360) 
(392.334,133) 
(3.205.557) 
(349,974) 


739.716,317 


(46^ 


62 250 176 
30.310,667 
4,021.266 
1.391.266/ 
5.9£>G.09l' 
464.960 
616,926 

710 

11 


Cost I 
Valuation 


2010 

^cumulated Carrying value 
^reclaUon 
and 

cumulated 
lirment 


L956> 


(13.52^6) 
3.044>' 
17.291)" 
(036 724) 
.^(2.216,634) 
«0.624) 
1669) 

i37#1 10,329) 
(277,491) 


62.007,794 

39.971,721 

2.602432 

I. 673,035 
4,936,302 
424, 1S2 
703.659 
150.179,204 

II, 360,066 
752,455 


515 (436,432,345) 275,411.670 


Reconciliation of property, plant and equipment > 


Land 
Buildings 

Plant and machinery 
Fumiluna and fixtures 
Motor vehicles 
Offrce equipment 
Computer eqmpmenl 
Infrastnicture 
Community 

Qtl^ar property, pi^and' 

275,411.670 


RecnncHli 


Openlr^Mlance 


lions 


>lBpeiala Deprec I ation 


Total 




12.907,794 

\\ y J 

- 

(657.616) 

62,250.176 

'm97172l 


- 

(1,^1,034) 

36,310,667 

^fe.432 

i.55a>®f 

(13.777) 

(121 .087) 

4021.266 

1.5^35 

436,935 

{5.340} 

(114.142) 

1.891 286 

4.936?%^^ 

1,902.666 

(159.563) 

(773.314) 

5,906.091 

424, 1^\ 

114,054 

t14,4&0) 

(36,763) 

434,960 

~^3.G59\\ 

43.638 

(73.692) 

(51.679) 

616,926 

1SO:m2D4 23.257,320 


(16,723J14) 

165,712710 


- 

* 

(31B.643) 

11,043 443 

7^55 

1.107.025 

(628) 

(73430) 

1736 422 


equipment - 2010 


Land 
Buildings 

Plant and macliinHfy " 

Furniture and fixtures 
Molor vehicles 
Office equipment 
Computer equipment 
Infraslnjcture 
Community 

Olher property, plant and equipment 
260,963,759 


g balance 

Additions 

Depreciation 

Total 

63.565,413 

- 

(657, SIS) 

62.907794 

41,632 754 


(1.561,033) 

39971,721 

2,691.772 

25,050 

{115,190) 

2,602,432 

1,277.216 

366.998 

(90,361) 

1,573.635 

5.659.713 

- 

(723.411) 

4,936.302 

259.595 

194,944 

(30.456) 

424752 

746.257 

12.566 

(55.165) 

703.659 

130.661.557 

24.963.063 

(13.645435) 

150,179704 

11.676732 

■ii 

(316,545) 

11,360.606 

592,647 

199.419 

(39.611) 

752 455 


25782,862 ^ 

“f17,334,97lT" 

-i7B,4ii,e7{r 
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Afinyflt Finartcial for me year ended 3Q June 2011 

Notes to the Annual Financial Statements 

Ra urea in Rand 2g 1 1 i q 

4, I nta ng Ibla Aaseta 


2011 2010 



iff defined ban^ 


Record ci nation of Intangible aaaete - 2Q11 


Rffconciliatkon of intangible asista * 2010 


S. Employee ben efit o b I kgations 


Ttie Municipality has a defined the benefl^^Ktion in term? 
PriceWsterHouseCqopefs. carry out a si^^^l^luation on on 
Details of the obiEgetion retaimg iq t hajo^ sefvllhaward obligation 


ibligatlon are ae follows; 


e related costs 


Awards Tbo independer^i uaiuors. 

wrth regards lo the Long Service Award "LSA). 
below 


Changes in tbe present value 

Op^nrng baience 
Net expense recogniai 

Closing balance 

hfet ffxpen 

Current s' 

Pasi sarvii 
Intaresl cost 
Actuenel (gams)' 

Total Included in ei 


2.35a000 

403.000 


2.076,000 

274.000 


2,763,000 2.360.000 


303.000 

220.000 

345.000 
(465.000) 

403.000 


202,000 

199.000 

101.000 

(223.000) 

274,000 


Cost I Acc u m u lated Ca rryl ng value 

Valuation amoiiieation 
and 

accumulated 

Impairment 


Cost ^ 
Valuation 


Accumulated Canrylrtg value 

onleation 
and 

fumutatod 
pairmeni 


Compuler software 


361,103 (177,473) 133.325 


236. 1S9 


Computer software, other 


Compuler software, olher 


Total 

(32702) 236.139 


Defined benefit plan 


Opening balance 
236.159 


Total 

103.624 


6. Trade and other recelvabiea from exchange transactions 


R/D Cheques 


-^.463 32172 


7, VAT receivable 


VAT 


14.142.232 9.296,100 
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Afunuak Financial Slatemenis for (lie year end&d 3C June 201 1 

Notes to the Annual Financial Statements 

Figures In Rand 201 1 2010 


e. 


Cons unter debtors 


Grose balances 

Ralas 

KofuSe 

Housing rental 
Fire Levy 


5t.2BS.6S1 

16.703.055 

,9.072.151 

^ 3 . 552.472 


46.701 547 
16.046 001 
7,857.132 
3615760 


!,591p159 75,220,450 


Lese; Provision for debt Impairment 

Rales 

^ (49^|20) 

(43,662,373) 

Refuse 

An9020^) 

(15,587.946) 

Housing rental 

^ (e 57a.Gd^ 

(7,475,840) 

Fire Levy 

(3.549.132} 

(3, 566, 800) 


^•Uio.072,11i1) 

f70, 291.8691 


Net balance 

Rates 

Refuse 

Houamg renlel 
Fire Levy 


31 - €0 days 


CurrenI (0 -30 ds' 
31 - 60 days 
61 -OOda] ' 
91-120 
121^365 


Housing rental 
Current (0 -30 days) 
31 - 60 days 
61 - 00 days 
91-120 days 
121 * 365 days 
> 365 days 


1,339.561 
651.850 
494. 2B9 
3.340 



163,509 

135,377 

132,660 

132,295 

6,509,111 


5,039,174 
450 955 
381 292 
49 166 

~5.^0JO9 


564.190 
@39.133 
799016 
794.749 
002.455 
44,901 996 


269.174 
236 6 70 
228 405 
227,236 
15,064.506 


253.685 
130.626 
149.189 
224 540 
139.043 
6.960.055 


9.072.952 


7,867.132 


Fire Levy 

Current (0 -30 days} 
31 « 50 days 
> 365 days 


235 

- 233 

3.552,472 3.615.320 


3.G52.472 


^, 815.788 
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Mnquma Local Municipality 

Annual Financial SEatements fcN' the year ended 30 June 2011 

Notes to the Annual Financial Statements 



Figures in Rend 

,201 1 

2010 


Gonsumtr debtors (continued) 


RecanckHetion of debt impairment provision 
Balance et begjfining of the year 
Contributions Eo provision 


(70.29 

(97aO,2S2) 


(49545,053) 

f2D.&45,a06? 


(8Q,0T2pl11) 


ConsumBr debtors past due but not impaired 

Past due and itTipairsd 
Past due but not impaired 
Neittver past due nor impaired 

Consumer debtors impaired 

The amnunt of the provisjon was R SD.7B8.402 as of 30 June 2011 (2010: R 

9. Cash and c-ash equlvaients 

Cash and cash equivalents oons^sE of 

Bank balances 

Short-term deposits 


(70.291.359) 


70. 25 1.359 

2,428.235 

3,500.232 


statement balw 
me 2011 30 Jy 
715.042 


339 



The municipality had the foilowmg bank 

Account number t deacrEption 
30 June 2011 30 June 2010 30 Ji 
Curnenl Account (Primary Bank 
account) Meeg Bank - 
Butterworth Branch - Accouni 
Nymfeer 40 52 732 025 
Current Account/Car 
Registraiicn and 
Account (01 185 
Primary ^nk 
Current - 62 

Total 



310 30 June 2009 
523.65S 


356.500 


Cash book balances 

1.7t€.642 (5,132.526) 


1 . 693.112 


1.265.573 


375.039 


2.632.611 


379,923 


3J&5,793 


S80JS9 1765 J73 4JT5,292 (4,302,690) 


Page 1 78 



^ Draft Annual Raportforthe Year Ending 30 June 2011 

Mnquma Local Municipality 

Annual Financial Slalemenls for Iha year ended 30 June 2011 


Notes to the Annual Financial Statements 

F^gurea irf Rand 


2011 2010 


10. Fmencfl lease otjlieatioii 



[yflbla m monthly' 
hrs rata lesa 


condltig^l gi 


Present value of mlnimym lease payments due 
^within one year 
^ In second to liffli yeer inoJufiive 


NorNCiirrent liabilities 
Curtenl liabilities 


MEEG BANK: TRACTORS AND TRAILERS 

Liability urdBf financa lease agraament payable in 
ifitaresl rale of 2.5% below pnme pet year The lease is 
ended 3C June 2011 


MEEG BANK: QUANTUM AND 2X TWIN CABS 


Liability under finance lease agreemaot pey^^Th monthly 
interest rate 2 5% below pfime per year TM^se is sacured 


^13 


074 


413,874 

1,340^237 


534 168 
1,433.101 

2,073.368 


i.4a&.i3i 

5B4jea 

2.073,359 


TOYOTA FINANCE: iX V _ 


Liability under firtance egraerfienl 
14 5% per year linked at a current 


11. L _ ^ 

Unspont 


Unspent 

MIO 

Unspent 


Ntovement during 

BaEartce at (he tjflginnm^ the year 
Additions durrrsg the year 
Income recognition dunng Ihe year 


Bi4 over a period at 3 years at an 
ware settled during the year 


and R1 3 334 Over a peru^d of 5 year* al an 
acquired 


of R28 641 over a period of 6 years at an interest rate of 
is secured over iha sssel acquired 


585. &07 643.061 

1.533.050 3.7^.054 

2,16B,9ST 4.447,145 


5,407.253 4,460,011 

38.591. B94 31.307.427 

(41 840.195) £31.900.293) 


Minimum lease paymenls due 
* Within one year 

. in second to fifth year inclusive 

Present value of mlniTnum lease paymeota 


413.374 504.138 

926 303 1 409.191 


1,340.237 2.073. 3S9 


2,168.957 4,447,145 


The nature and extent qf government grants recognised in the annual financial statements and an indication of other forms of 
governmeni assislanca from, which the munidpalily has direcHy benefited 

See note 17 for a feeono*liation qf grante from NstionaVPravincial Government 
These afnounts are invested In e ring-fenced investment until utiilsed 
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Financisl Siatemants for the yssT ended 30 June 2011 
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2011 


2010 


12. Provisions 





Reconcihatton of provieions - 2011 

Opening 

Balance 

Additions 

Utilised 

durlrig^u 

Total 

Environmefital rehatoiSitation 

Perfomance bonus 

14,494,000 

1,376.522 

36B262 

Js 

^ 14.862.262 
593.292 


16,870,522 

368.262 

^mi,2301^ 

15,557,564 


Reconciliation of protfSaSons - 2010 


EnviFO-ranenwl fohabililation 
Perfomance &onii& 


Total 



|00 

14.4fi4.COO 


1.375,522 

p52Z 

19,570.522 

14,852,282 

14,494.000 

595,292 

1,376.522 

16,5S7;554 

15.670,522 


The mLinJCipalLtv Dperatea a lend fill eile This srte ei 5224 squafe meters The muniapaHty has 

OD licence to operate the site. During thUmariO^^Hr cortsultants^Peppointed to caloulate the cost of rehabllitaling and 
closing this, site The amount whs and^fc^^en included above as the pravision for the fehabllttaiion and closure 

of the site 


Trade payables 
OthflT paya b! 

Cape Join^M^ion fu' 
Accrued iQe pay 
Accruals 


Revenue 


a.3TB.450 7 203.074 

а, 079 .202 5,596.572 

2 762J44 

б. 544.377 5.199,345 

334.599 

15,535,134 21,847,636 


Pfopefty rates 
Service charges 
Rental of faoililiefi ^ equiprnent 
Fines 

Ucencesand permiia 
Government grants 5 subsidies 


10,419,471 

3.256502 

2,147.928 

890,030 

3.030,500 

154.433,096 


19.295.932 
2.722,802 
2. 220^540 
989573 
2.702430 
123,523.677 


174,207,627 151,767,554 
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Annual Financial SlatemenEs fortha /Bar inded 30 Juna 201 1 

Notes to the Annual Financial Statements 

Figures in Rend 2011 2010 


14. Rovenua (contlniuBEi) 


The amount Included In revenue arie&ng from exchangee of goods or services 
are as folEows: 

ServfCB chargee 

Reniel of facilities ^ equipment 

Ucences and permitB 


The amourtit Included In revenue arising from non^i^change transactions is as 
follows; 

TaKallon revenue 
Property rates 
Fines 

Transfer revenue 
Government grani 


IS- Properly rates 
Rales received 

Resfdentiai. Commercial and State 

Valuations 

Residential 

Commercial 


Valuations on Eand and 
Interrm velualidns are pn 
Blieralfons and subdivii 

A gi»nerel raEe of 
are granted 

RaEea 

16. Servici 
Refuse removal 


4oe.a52.90o 

219.413,100 

eae.zes.ooo 


2,722,802 

2,220.540 

2,702.430 

?,e4S,?72 


19,208.832 
989 575 

123,823.877 

144,112,082 


19,298.852 



406.852,900 

219.413,100 

52e.2ss,aoo 


j. The last general valuation eama intoeltect on 1 Jul^ 2009 
imp account changes 'm mdividuel properly values due to 


propel ly waiuaiient lo determine assessmerii rates Re&aies ut R2o noo 


3.288.502 


2.722.802 


17, G overtime hi graninnd subsidies 


Equitable shaie 
Government gtarii -- MIG 
Government gram (Other) 


112.591.904 92,021.847 

38.284.028 20.404,701 

5.576.169 5,397,429 

1S4.433,101 1 23.825.077 


16. Other revenue 

Fees earned 825,850 615.05? 

Donation 1 S.OOO 

640,850 615.057 
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Mnquma Local Municipality 

Afinual Financial StataFtiaiit& fof the year ended 30 June 2011 

Notes to the Annual Financial Statements 

rigurps in i^ano 


"zum 

1^. General oxpen&e^ 



QonsulEing and professional fees 

128.6QQ 


Corksumables 

1.537,771 

■¥ 

Hire 

4S,70e 

* 

E^actncrly 

554.290 


Operating Pfoiecte 

^5,302.252 

i. 893.006 

General e)(pe n&es J 

^7,847,801 

13,117.171 

EnvironrnenEal PehabilitHtEon 

r 36€,262 

720.17-3 

Operating Leases 

^2.097,704 


Other expenditure 

^^79.436 

- 



20,730,351 
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Draft A nnual Report for tho Year Endin g 30 Ju na 2011 

Mnqurna Local Municipality 

Annual Fmanci^l for |ha year ended 30 June 201 1 

Notes to the Annual Financial Statements 

F^u nea in Rand 201 1 2010 


20. Employee related costs 


Sa&ic 

Bonus 

Medical aid - company coniributions 

UIF 

WCA 

Other payroll leviee 
Leave pay provision charge 

Pi>st-einpfnyrnent benefits - Pension - Defined contribution plan 
Travel, motorcar, accommodaSion, subsistenca and other allowances 
Overtime payments 
Acting allowances 
Car allowance 

Housing beneHts and allowances 



Annuaf Remuneration 
Car ANowance 
Perfnrmance Bonuses 
CantrlbuUons to LIIF. Medical am 
CeN phone attowance 


Annual 
Car All 
ContribUtiOi 
CelF phone alli 
Computer allowS 


Remuneration of Director Strategic Managemerit 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

ConEributjons to UlF^ Medical and Pension Funds 
Cell phono allowance 


51,4a7.&30 

31010,529 

4 230.D1O 

3.641,040 

1155,350 

2,537,172 

42S.&3S 

335.702 

04,724 

* 

(597,t3aj 

405.325 

2,062,510 

1304.105 

0.414.620 

9, 225. 549 

^451,453 

1,023,607 

^|D4.645 

661,624 

l|a532 

468 2B6 

789^ 

769.648 

lOS^ 

141,419 

73.322,747 

09.750,6^ 

721,311 

665,007 

112.001 

107.066 

101.595 

210,240 

1,497 


51.152 

50,149 

987,656 

1,003,862 

363,979 

339.241 

121,4&B 

109.620 

1S6.750 

110,000 

140 761 

131560 

46.871 

39,004 

836,849 

740,169 

35S.170 

340.258 

1 39.057 

134,694 

163,004 

155.544 

24.000 

24.000 

4,602 

4.490 

669,693 

658,966 

377.256 

358,913 

106,550 

102,624 

66.441 

90,409 

106,779 

103,321 

50.609 

57.331 

719,643 

719p6Sa 


RemuneratFon of Corporate and Human Resources | Corporate Services) 


Annu&l RemufieraUon 


573.51S 


547,439 
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Annual Finanaa! Siatements (or tne year ended 30 Ju™ 2011 




Notes to the Annual Financial Statements 




Figures in Rand 

2011 

— — 

2010 


2CI. EmployBi relatJ^d coste (ccnUnu^dJ 
Car Akl€war>De 
Perfonmarfcce Befiuses 

ConInbLrtions tP UIF, Medical and Pen$iDn Funds 
Call phone allnwance 


Remuneratloii of Dlraetor InfraHtructyral Development 

Annual Rartiuneralipn 
Car Allowance 
Performance Bonitsea 

ContriDulions to UIF. Medical and Pension Funds 
Cell phone allowance _ 


Remuneraypn of Director Community Services 

Annual Remuneration 
Car AHcwance 
Performance Bonuaea 

Conlributipn* to tJIF, Medical and Pension Funds 
Cell phone ailowanoa 
Unapid Leave 


21^ Remunefation of CouncHloi 



Executive Major 

Speaker 

Councillors 


22. Demtrni 
Debts iro^id 

23. Ill 

Interest fevei 
Bank 
Interesl Charged on 


112,665 

160.620 

1.497 

32 675 

1 08.608 
125.000 

32,355 

iei.OTE 

813,492 

625.756 

596.169 

k - 

96,469 

X? 

- 

24,000 

24,000 

713.472 

718.868 


567.102 

541,259 

119.261 

114.876 

T.534 

1 29.400 

1,497 

- 

32.875 

32.355 

(2.247) 

- 

728.842 

817,892 


a.iis.eeo 1.997, 7&s 

696.487 783.762 

12.132.042 11.892 554 

16,448,381 1 4.354 .084 


9780,251 20.646.606 


2.061.428 

945.033 


1.396,025 

999.564 


3,007.361 2,397,609 


24. Depredation and amortiaation 

property, plant andepuipmaTit 
Iniangible assets 


20.531.520 1 7.397 J52 

114.697 S2J82 

20.648,217 1^460.5 34 
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Mnquma Local Municipality 

Anniraf Finaotiial SlatHmants for the year ended 30 June 201 1 

Notes to the Annual Financial Statements 


Figures in Rpnd 


2S. rn tereat ExpenBO 

Trade and other payabtes 

Finance leases 

Bank 


2&r Bulk puf Chases 
EVactric^ty and ParalTin 

27, Ciah generated ^roifi (used Em} operations 

Surplus AdjusimeniB for: 

Oeprecistion and amardBafion 

Finance costB - Finance leases 
Debt impeirment 
Movemenss in fetiremeni benefit assets and liabiJEties 
Movements in provisions 
Changes In working capital 
Tracfe and niher receivablas ffom ejicnange tran: 
Coosurtier dsOtors 

Trade ar^d other payables from exchange 
VAT ^ 

Unspent conditionaS grants and rai 


2S. Commitmenls 
Authorised capital 

Already contr^ted 

^ infraaEfti' 

Not ye^CMtncted 
In^wuctura 
CorrAunlty. 


Commitments are too unded from government grants 



2011 

20 TO 

194,141 

32.279 

220.000 

1,625 

321.701 

325.412 

44fi,42a 

648,738 

2^B.504 

3.0S6.977 


10.392,778 

20.646,217 

32.275 

9.700,251 

403,000 

(312.966) 

17,460 534 
321.701 
20.646.806 
274,000 
2.096.696 

27.707 

(B.370,690) 

(3.210,704) 

(6.239,656) 

(2.268,188) 

24.&25 

{7,475,672) 

(37,457,420) 

(7,183.005) 

(11,945.692) 

17J39.eZ3 

{12.844,6521 

29,563,220 

27.320,708 

441,629 

28.841,707 

11,516,803 

441,e2S 

40,360,510 
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23. ContFngenclaa 
FOR THE YEAR 2Q11 

f j Casa S/2007 Mtshongwana vs municipality 

- Claim far money cfaduded far no watk na pay - R3.277 54 

2) Case 1DB7/0S LanguJsbintu Construction vs Municipality 

- Cfaim for oanslmction done and not paid - R 292 . 9 i 19.60 

Sj Casa 1162/07 Atlas Construction vs Municipality 

- Claim far services rendered - RZ35 572 m 

4J Case 26/2009 Fumeaa Mapail vs Municipality 

- Claim on unlawful deduclions from salary - R3.Qe9 1D 

S) Case 667/09 

- Cfaim on unlawful arresl by traffic officiBi - R1 00,000. 00 

6} Case 1104/2009 S, S. Mangelieo va Municipality 

- Cia]rT> on wronpfull arrest by irsffic officer Mr M geku * Ri 30^ 

7 J 464/2010 BonsanI Gqubela end two others vs Municipality^ 

- Claim on damages and injuries wharr arrested by Iraf 

FOR THE YEAR 2010 

1} Case 291/04 Skelenge va. Municr 
' Claim for demagas * RlOO, 000,00, frivo 

2) Csse 247/04 N.H Skslenfs vs M 

- Claim for damages - R 100.000 

3| Casa 1B62/0B Mimosa Pro^ 

' Glam for damages due to cou 
tender to another tends 

4j Case 607/07 Hr Q 

- Damage daim 
speeding th 


6| Case 
* Oamsg 
through r 



low disappeared 


now disappeared 


leone else - R 1,460.000.00 , daim against council for awarding 


, arFBsifld dun ta non-ccKTipJiance lo produce drivers Ficerkce attar 


230.000.00, artBsted by Iraffic oub to non-praduction or dnv&s licencfi after dfivine 
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Figures in Rand 


2011 2010 


30^ Related parties 


Key Management InFarmatpen ^ Before IS May 201 1 

EjfficuWe Meyer 
Mayoral Comnnjrtea Member 
Mayoral CammUteo Member 
Mayoral Committee Member 
Mayoral Committee Membar 
Mayoral Committee Mermiie 
Mayoral Committee Mambac 
Mayoral Committee Member 


Mayoral Gommiitea Member 
Mayoral Committee Member 
CommittBe Meml>er 
Municipal Manager 
Key Managemeni Information 
Execuliye Mayor 
Chief whip 

Mayoral Comminefl Member 
Mayoral Committee Member 
Mayoral Committee Member 
Mayoral Committee Member 
Mayoral Committee Member 
Mayoral Commtttee Membat 
Mayoral Committee Member 
Mayoral Committee Member 
Mayoral CommiHee Member 
Mayoral Commi^ee Meraber 
Municipal Mar^ager 

In the year under review, aileenn 
compared to the operelioi 


Sanitation] 


^ Before 10 May 2011 



Cllf N Oyantyi 
ClIrT.V Nowanga[Po^ 
CllrZ MioVoti IPortfg 
Cllr M V Qwabe \ 

Cllrl^ Sibiml 
CNr^J DubeJ 
ClIrPN B 
CilfWM Mi 



Head Intrastfuctere] 
Community Services] 
ead; Houamg] 

TOJ 

^tegic Manegemenl,] 

Water and 

Corpor^ Services] 
lead, communicalionl Mayoral 
0 Head' Social Services] 


irtfolio Head Gorporaie Services] 
qIio Head- Budget 4 Treesury] 
irrf oi io Head ■ Strategic Me nagement] 
(tshg (PortfolED Head Community Services] 
hr [Portfolio Head Infrastraclure] 

1r Noganie [Portfolio- Head SPUl 
Hr Shnieni [Portfolio Head Water and Saniteion] 
ilr Wtshebe [PortfeSro Head Housing] 

Hr Mad ikane [Portfolio Heed LED! 

GlirTongo [Portfolio Head- CommunicatFonsI 
N Pakade 

declared ihair buamess Interests These bus iness were 
transaciiorts were identified 
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31 , Prior period error 

NATURE 


VAI 



(epotTm ^ 

l&latinm 2010 e^ndj 
«|BtiriBtfDQ9 vjomad 


icfoaed in cl 


Prior year errors relaEmg to VAT entries not properly processed were corrected The errors ci 
mpul VAT was claimed on emounte fonm the Sourh African Revenus Sen^tees but I he VAT por^ 
appropnately raallocatEd from the various expenditure accounts to the relevant VAT account^ 

BANK OVERDRAFT 

Prior year period fl-rrofs relating to the transactions processed to the bank averdraft 
Efansactions in the ME EG Bank sceouni not appfOpriaEely allocated in prior year penods 

UNSPENT CQNPmONAL GRANTS 

The prior year error relates to prior year income which was noE recog]i 
trial the interest was not Eransferred to the operating account tor Ei 
thus been restated 


err 


Blale to Instances where 
rihe Sfccounts were not 


rrecEed relate lo 


^mvesied artd Lha fact 
10 r year figures have 


CQNSUWER DEBTORS 


Prior year period errors relating to tne transactions prc^Red to 
Eransections in the ME EG Bank accounE not appropriail^llocated ii 
by this error The pnOf year figures have Ehus been reelati 


CASH AND CASH EQUIVALENTS 

Prior period errors relating lo I „ 
transactions in the MEEG bank 3 


IMPACT 

VAT RECEIVABLE 
Balance par 2010/ 
Increase in VAT r* 
Increase In VAT i 
Increase in 
Increase In 

Resisted 
Decrease 
Increase in 

Restated t 


I bank ovi 
allocated in 


figures 

I invoices 


j figure 


rrecled The errors corrected relele lo 
fods. Consumer debtors were also imepcted 


Twere eo rrecled The errors corrected relates to 
Tor periods 


2J02,«50 

195.922 

S,042.3Z1 

1,012,269 

1 . 056.223 

10.609.606 

f3.907.032) 

1.393,526 


ACCUMULATED, 

Opening Balance 
Increase in VAT receivable relalmg lo 2010expendiiiura 
Increase in VAT receivable relalmg lo 2309 expendHure 
Increase in VAT receivable relalmg id 2006 esrpendihire 
-Incm ase In VAT receEvabte relahng to 2007 expendsEure 
Decrease In VAT receivable claimed on non-compliant invoices 
Decrease of bank ovardren 
Decrease In cash and cash equivalenie 
Decrease in unspent condiEionat grants and receipts 
Decrease in Trade and other payables 
Crinages in accounlmg policy (Rel^r lo Note 2} 

Increase In VAT receivable 


(133.663.455) 

(195.922) 

(6.042.321) 

(1.612.269) 

(1,056.223) 

2.907.032 

{ 2 , 715 . 236 ) 

(t 83,646) 
{7.623,701) 
(596,374) 
(112,437 .466) 
(1.393.626) 


Restated balance disclosed in corresponding figure 


1264,016,326) 
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31 H P rio r perced e rror (co nti n ued) 


BANK OVERDRAFT 

Balanoe per the 2010 Annual Report 

Decrease In overdrawn balance due fo corrections pnor to 30 June 2000 
Increase In Dverdrawn balance due lo correcticrts for the year ending 30 June 3010 

Restated balance dlacleeed In cofrespondlng Ngures 

STATEMENT OF FINANCIAL PERFORMANCE 
Surplus fcr the year ended 30 June 20 tO as previeusly reported 
Increase in Uie 3010 deptedalion charge 
increase In personnel expenditure 
Increase In general exper^se 
Increase in repairs and maintenance 

Restated balance disclosed in corresponding figures 

32. Risk management 
Capital Hsk minagemenl 

The municipality's objecli™ ■i^en managing capital arSo^afeguardl 
order to pnovida returns for member and beneTils fi^r otharstML^holders 1 
tha cost of oaprfal 


(2J1S.23e) 

5.330.0S1 

(1.0B7.Bia) 


2a,Sl7.60B 

{17.460.534) 

(7.801) 

(914.500) 

(4T92&) 

10.3a2HT7S 


lity's ability to continue as a going concern m 
tsin an a^mal ceprlat structure to reduce 



The capital stfucrture of the municipality 
disclosed in note 9 cash and cash 
position 

Cortsislenl with others in the indui 

There are no ejctemally 

There have been no cha 
imposed capital i 


Liquidity rii 

The municii 
Ik^uidity risk th1 

Credrt dsk 

Credit risk consists 
munlcIpaliEy only deposits 


borrowings (excluding derivative financial liabilities) 
equity as disclosed in the stalemenl of financial 


ilors caprtal on |be basis of thg gearing ratio 


mumcis^MmanagfiS as capital, the streEegy for capital mamienance or exlemaily 


jit of the funds available to cover future commiunente. The murticipality manages 
F futore commiiments ar>d credit facilihes. 


jcash daposLts. cash equivelents. denvaiive Financial instruments and trade debtors Th-e 
Bsh wifth major banks with high quality credit standing end limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base Management evaluated credit risk relating to cuatomefs on an 
ongoing basis. If customers are independeniiy rased, these ratings are used. Omerwise. rf (tiere is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its linancial position, past experience and olhorfsctors 
Individual risk limrts are set based on Internal or external ratings in accordance wito limits set by the board The ulilisation of 
credit limits is regularly monitored Sales lo retail customers are settted lri cash or using major credit cards Credit guarantee 
insurance is purchased when deemed appropnale. 

33» Going concern 

The annual financial statements have been prepared on toe basts of accounting policies applicable to a going concern This 
basis presumes that funds witi be avaiiabie to finance future operalior^ and toat the realtsalion of assets and &ettiernenl of 
tiabiliHes. contingent QbPigaliana and comniitmenls witl occur in the ordinsfy course of business 
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2010 


34, E vants after lha raportl ng d ate 


tSI mSi W fiy"?5'nSrairtrlo/3tPy"^^^^^ anslng the end of lh« financial year 


DevtaiiDns 

Deviations 

Deviations 

Deviations 

Devialions 

Oev^etions 

DeviatLoris 

Deviations 

Deviaiions 

Deviations 

Deviations 

Deviations 


for July 2010 
for August 2010 
for September 201 D 
fof October 20t0 
for November 2010 
for December 2010 
for January 2011 
for February 2Q11 
Tor March 2011 
for April 2011 
for May 2011 
tof June 201 1 


The fclIowinQ serve ae exprinatioris for deviations which oci 

1 ) AccqmrTiodattoa and meals when attend! ng wainings. m eetings 
Murticipality, 

2) Repairs oF Municipal vehicles by agericies like Toyoj 

3) tnslances where one service provider responded to 

4) Instances where mere is only one supplier who provd 

5) Irtstances where the Municipality appointed Sflrvicas 

38. f mliless afid wasteful aupnndllu 

Inierast on overdue accounts 
Interast charged on retiremanl bei 
Intareat on workmen's Mrtrpensall 
Catering for IDB/Budgel Road Sh: 


37. Irrogular axi 


Opening b: 
Add Irrei 




Is and counciNors outfi^ide the 


qiictahons, 

items Above R20D,000 OO 



220.000 

S2B,76B 

27.563 

m.333 


1.624 

12.02S 

140,943 


1Q2.S97 


328,014 


526,014 


Details of Srragular^lgndltDro - current year 

This pertains to expanditdl^o one of the 
MunicipaJrty's suppliers who is an employee In 
the service of slate 


Disciplinary steps taken/c rim Inal proceedings 
None 


528.014 


38, Additional riSa closure in terms of Municipal Finance Managemant Act 


Audit faes 

Opening balance 

Currant year subscription f lee 

Amount paid * curranl year 


987.662 375.458 

2.180.406 1,325.003 

a. 127,987) (732,902} 

^ 967,632 
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38. Additjonai disclosure In terms of Municipal Finance Management Act (continued) 
PAYE and UIF 

Curreni year subscription i fee 
Amount paid - ourrenL year 


Pension and Medical AJd Deductions 

Current year subscription / fee 
Amount paid - current year 


VAT 

VAT receivable 

VAT output payables and VAT input receivables are sh^Tin note 
All VAT relums have been submitted by the due date lhro4lM|L^ the yea! 
3i. Udlisation of Long-term tiabllfties re^ifflRlIiation 
Long term [iabillties raised 


9.975.548 7.609.S03 

{9,975.548) C7.609.&D3) 


9,043,776 
{19.198,537) (0.043.776) 



Long-term liebililies have been utiiiz 
ensure lhal fong-lerm lisbilities can 1 

40, Retirement Benefit 

Current Obligation Stertfalf 


All emplcyeeypong lolRlWeflf 
Retirement NatbnalT^d for 1 



[ \n accordance ^^^e Municipal Finance Management Act No cash has been Set aside to 
aai^j^edempfi^mgale as the rJabllity is being psid cm a monthly basis.. 


2.752.344 


enefitlfi^ment funds administered by the Cape Joint Pension Fund, Cape Joint 
^ipal Worl^efs and SAMWLI National Provident Fund. 


All Council lors b^agidF^elin^il^efinetirement fund administered by the Municipal Counoillors Pension Fund. All 

current coniributions been expensed for the year ended 30 June 2010. 

Shortfalls In Annual Earnlfib^ of Cape Joint Pension Fund 

Since the financial year eflded 30 June 2009 the Actuary of the Cape Jcnni Pension Fund reported lhai ihe fund had an actual 
return on investment of 0.94%, In terms of rule 17(5) of Ihe fund pertaining lo the defirred benefit, the local authorities associated 
with the fund are required to make up any shortfall between aclual return on investment and 5.6% As a result the fund is In shortfall 
of R195 960 725 Of which Mnquma share Is R2 762 343 


Thia was paid during the year ended 3D June 201 1 . 
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2. Analysis of Budget vs Actual for the ended 30 June 2011 
(a) Revenue vs Budget 


The year 2010/2011 was the year which showed improvement in collecting the municrpalily’s debts. As 
shown on the table that the municipality managed to colled more than 100% on the rates. This percentage 
indudes arrear debt. More strives have to be put to improve more and to motivate customers to pay their 
current debt on the other categories of income. 

The foltowing tables depict the income coilected by the municipality for th^ une 201 1 and 

the expenditure incurred in each directorate, it is also within the interestjpr! to state that 

expenditure incurred is within the budget as far as the overalJ budget is i&tment. 


REVENUE FOR THE VEAft 30 JUNE 2011 



YTD ACTUAL 
201 Dm 
% 
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,538,347 


5,814,313 


I5.608414 


127,781,111 


44,589.980 


194,374,219 


EXPENDITURE 


2HO 

AOJUSTMEUT 

BUDGET 

201012011 

R 


YTD BUDGET 
2010/2011 
R 


VTO ACTUAL 

2010/201! 

R 


VARIGNCE 

2010/2011 

R 


mACTUAL 

2010/201! 

% 


EMPLOYEE RELATED 
COST- REMUNERATION 


63,305,661 


63,305.661 


63,305,301 


100 % 


employee RELATED 
COST- SOCIAL 


REMUNERATION 
OF COUNCILLORS 


fi nance charges 

BULK PURCHASES 


OTHER MATERIALS 


!2.767.5iq 


12,467,611 


299,900 


t5J06.e5S 


3,465,507 


2,686,984 


98,637 


3.^, 109 


2,051,420: 


695A44j 

I 

866,034^ 

I 

I97.244j 

12, 242.4aj 

9,579,823! 


21.822,30 


12,767.510 


15,606.658 


2,686.984 


3,558.109 


5,814.313 


86 % 


98% 


82% 


89% 


96% 


78% 


98% 


94% 


65% 


contracted services 


T RANSFERS AND GRANTS 
i OTHER EXPENDITURE 


Capital Projects 


TOTAL OPERATING 6 
CAPITAL EXPENDITURE 


TOTAL 

OPERATING 
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(b) Grants and transfer Spending 

The following were grants received in the year under review and were spent, 
a. liAeeting of Donors Requirements In Respect of Conditional Grants 
The Municipality received grants from the following funders: 

• Municipal Infieslnicture Grant 

• Financial Management Grant, and 

• Municipal Systems improvement Grant 


The above mentioned grants as per their conditions, Ihe mirnij 
account and these must be reconciled on monthly basis. Th 
accounts and its liabilities' side on monthly basis and report tli 
expenditure. 


I must d^a separate bank 
^nlclpality ha^wpndled these 
an onJIteir mo^ 


b. Long Term Contracts 

The Municipality entered into a finance lei 
to finance vehicles and tractors 
section 46 of the MFMA56 of 2i 
Municipality has paid R 2.3m. 
finance tractors and traijats has 
was R 974 000. 


The municip; 
summary of 




Ba^ and Toyota Finance 
The loan was acquired using 
Bm and to date the 
Meeg Bank debt (hat was used to 
id of May 2011. The Meeg total debt 


e loan of R1 5?S 135.81 for other vehicles and the detail 
e following table. 


a1 Repayments Balance 

1,000,263 502,911 497,352 

1,324,414 295,633 1,028.782 

2,324,677 798,543 1,526.134 
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3. Auditor's Report Of The Auditor General 


REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE MNQUMA LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 


Introduction 



re TTTT ormw n 
Stan da rd 


A nt audfnjnyoli 

'Suitor's ju^{ 
tn^inancial 


statem 


South 
Ite of 


1. I have audited the accompanying financial statements of 
Municipality, which comprise the statement of financial position j 
the statement of financial performance, statement of c! , 
fow statement for the year then ended, a summary of i 
and other eKplanatory information, and the i 
pages ... to 

Accounting officer's responsibility for the T _ 


2. The accounting officer is responsible for the | 
financial statements in accordance 
Recognised Accounting Practice (SA 
Municipal Finance Management ' 
<MFMA). and for such internal ccntrpl 
the preparation of financial 
whether due to fraud or 

Auditor-General's fcspogalbflitv 


o Mnquma Local 
30 June 201 1 and 
t assets and cash 
policies 
as set out on 


3. As required by 
{Ac! No. 108 r' 
No. 25 of 


, 1 of these 
-V of Generafty 
requirements of the 
_] No 56 of 2003) 

i necessary to enable 

I material misstatement. 


188 of the CBiteti t^ n of the Republic of South Africa. 1996 
section 4 oft^Public Audit Act of South Africa, 2004 (Act 
V is to express an opinion on these financial 


with International Standards on Auditing and 

issued in Government Gazette 33872 of 15 December 
that I compJy with ethical requirements and plan and 
^ j reasonable assurance about whether the financial 
.1 material misstatement. 

performing procedures to obtain audit evidence about the amounts 
1 in the financial statements. The procedures selected depend on the 
' including the assessment of the risks of material mtsslalement of 
statements, whether due to fraud or error, in making those risk 
asse^ments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity's internai control. An audit also Includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements 


6, I believe that the audit evidence f have obtained is sufficient and appropriate to 
provide a basis for my audit opinion 
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Opinion 


7. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Mnquma Locai Municipality as at 30 June 2011, and Its 
financial performance and cash flows for the year then ended in accordance with SA 
Standards of GRAP and the requirements of the MFMA, 

Emphasis of matters 

B. i draw attention to the matters below. My opinion is not modified in respect of these 
matters: 


Restatement of corresponding figures 

9. Misstatements in the corresponding figures identified dj 
the financial staternents were corrected by managi 
transaction and accourit balances were restated, 
financial statements 

Irregular expenditure 

10. The municipality incurred irregular 
to the financial statements, as the 
Supply Chain Management (SCM} 

Fruitless and wasteful expenditi 

11. Fruitless and wasteful expe 
adequately disclosed in note 



jpr period audil of 
of classes of 
32 to the 


closed In note 3S 
ih contravention of 


tified by the municipality and 


ments. 


Material losses and impairments 

12, The consumer balance provision for doubtful debts was R82,6 

million Thejvgar-end^tovision for doubHul debts amounted to R80,1 million, as 
disclosed ^^^te 9 to tl^jjjriancial statement s. including a provision in the current 
year of RSl^rmllion, 

eCTegaI^nd regulatory requirements 
with the Sa and in terms of General Notice 1111 of 2010 issued in 
ette^^^2 of 15 December 2010. I include below my findings on the 
e^rt as set out on pages .. to and material non-compliance 
tons applicable to the municipality, 



bjectives 
Usaffltaess of information 

14. Th^^l lowing criteria are relevant to the findings below; 

• Measurability: indicators are well defined and verifiable, and targets are specific, 
measurable and time bound 


15. Audit findings: 

Planned and reported targets not specific, measurable and time bound 

* Fifty-one per cent of the planned and reported targets were not specific in clearly 
Identifying the nature and the required level of performance, 
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• Fifty-four per cent of the planned and reported targets 
Identifying the required performance 

• Fifty-five per cent of the planned and reported targets 
specifying the time period or deadline for delivery. 


were not measurable in 
were not time bound in 


Planned and reported indicators not well defined 

* For the service delivery objectives. 41% of the planned and reported indicators were 
not clear, as unambiguous data defirtitions were not available to allow for data to be 
collected consistently. 


Planned and reported indicators not verifiable ^ 

• For the service delivery objectives, valid performance management processes and 

systems that produced actual performance against the planned measures did not 
eKFSi for 41% of the indicators 


Reliabinty of information 

16. The following criteria are relevant to the findings 

• Validity; Actual reported performance has occurred and pertains tMhe entity. 

17. Audit findings: 





Reasons for major variances between planned and actual reported targets not 
supported by sufficient appropriate evidence 

• Sufficient appropi^i^ate evidence to support the reasons for major variances between 
the planned and the actual reported targets could not be obtairied Sixty-five per cent 
Of the reasons for major variances couJd rot be verified. 




Sufficient appropriate evidence to support reported indicators and targets not 

5iibrnitted 

evidence m relation to certain indicators and targets could not 
satisfactory audit procedures that I could perform to 
required assurance as to the validity, accuracy and completeness of the 
reported performance against predetermined objectives 


Coll(lDliance with laws and regulations 

Annua^Jinanciat statements, performance report and annual report 

for auditing were not prepared in all materia 
respects in accordance with the requirements of section 122 of the MFMa. Material 
^sstatements in ^p.tal assets, current assets, [iabilities, revenue, expenditure and 
disclosure items tdentified by the auditors were subsequently corrected, resuttlno In 
the fjnanaal statements receiving an unqualified audit opinion ^ 

council's Oversight report on the 
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20 The accounting officer did not ensure that the municipaiity had and maintained an 
effective, efficient and transparent system of financial and risk management and 
internal control, as prescribed by section 62(1 )(c) of the MFMA. 


Audit committee 

21. The audit committee did not fulfil all its duties under section 166(2)(a}(v) of the 
MFMA, as it did not review the performance of the municipality. In addition, internaJ 
audit reports relating to the audit of predetemined objectives were not reviewed 
during the financial year, 


22 . 


The audit committee did not approve the annual internal audit aten and audit charter 
in a timely manner. The annual internal audit pian and aud^harter for the year 
ended 30 June 201 1 were approved on 22 November 2(Up^^ddition, there was 
no evidence to indicate the implementation of an anjjpTmte^^lan prior to the 
approval date There was also no evidence that the^idit comrniRl^had reviewed 
the performance management system and made reaKjmendations ilus regard as 
well as submitted reports on performance managemen^^tfi^buncii 


23, 


The audit committee functioning as the perfon 
the following functions as required by Mu? 
Management Regulation 14; ~ 


jdit c^jmittee did not perform 
anni^k.and Performance 


• Review the quarterly reports of the rntemal auditors on their audits of the 
performance measurements of the municipality, 

• Review the municipality's performance management system and make 
recommendations in this regard to the council of the municipality. 

• Submit an auditor's report to the council regarding the performance 
management system at least twice during the financial year 


Internal audit 

24 The intej 
internal 
of the Ml 





d not fulfil all of its duties included in the MFMA. The 
ithout an audit plan, as required by section 165{2){a) 
' er2010 when the plan was approved The internal 
fly financial reports on performance measuremeni to 

view. 


always submit a report to the council on Ihe implementation of 
the financial state of affairs of the municipality within 30 days of the 
arter, as required by section 52(d) of the MFMA. 

accountirrg officer did not submit the approved annual budget to the National 
sury and the provincial treasury within TO working days after the council had 
jved the annual budget, as required by section 24(3) of the MFMA The mayor 
did not approve the budget implementation plan within 28 days after the approval of 
the budget, as required by section 53{c)(ii} of the MFMA 


27. The municipal manager did not make public the approved service delivery and 
budget implementation plan within 10 working days after it had been approved by 
the mayor and make public the approved adjustment budget within 10 working days 
after the council had approved the adjuslmeni budget, as per Municipal Budget and 
Reporting Regulations 19 and 26(1) (GNR 393 of 17 April 2009), respectively. 

28. The accounting officer did not submit to the mayor and the provinciai treasury a 
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statement of the state of the municipal tty's budget within 10 working days after the 
end of each month, as per section 71(1) of the MFMa Contrary to section 71 (2) of 
the IWFMA, the monthly budget statement did not include a projection of revenue 
and expenditure for the rest of the financial year and any revisions to initial 
projections. 



29 The accounting officer of the municipality did not by 25 January assess the 
performance of the municipality during the first half of the financial year, taking into 
account the municipality's service delivery performance during the first half of the 
financial year and the service delivery targets and performance indicators set In the 
service delivery and budget implementation plan, as required by section 72(1){a)(ii) 
of the MFMA. 


30 The accounting officer of the mumcipalify did 
assessment on the performance of the 
financial year to the mayor of the municipality, 
provincial treasury, as required by section 72(1 )(b) 

Expenditure management 

31. The accounting officer did not take 
wasteful and irregular expenditure 

32. Money owing by the municipality 
an invoice or statement, 


33. The accounting officer 
municipality had and 
system that recoofljsed 
creditors of the^fficipality. 


results of the 
half of the 
end the 


fruitless and 
of the MFMA, 


as 


within 30 days of receiving 
of the MFMA. 

steps to ensure thai the 
accounting and information 
heurred and accounted for the 
section 65(2)(b) of the MFMA. 


(VAT)^was claimed in contravention of section 
20(4){c^lTre Value-JWed Tax Act of South Africa, 1991 (Act No. 89 of 1991). as 
the mui^paliiy did not p^ess a valid tax invoice in the name of the municipality 

'■pipal VAT registration number. 


|agement 

^ve<(|^^he municipality was not always reconciled at least on a 
jasisi^tequired by section 64(2Kh} of the MFMA. 


I contract management 

Award^ere made to providers who were persons in the service of other sta 
institutions without the providers declaring that they were in the service of ti 
late, as required by SCM Regulations 44 and 1 3(c). 

Human resource management 


37. In terrris of Circular No, 27/2009 issued by the South African Local Government 
Association, the municipafrty did not fill ail vacant posts on or before 1 Auaust 2010 
due to budget constraints. ^ 


management 

38. The accounting officer did not take all reasonable steps to ensure that the 
mu^lc^pality had and maintained a managemeni, accounting and Information 

finSTi municipality, as required by section 

oj(2){a) of the MFMA. 
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39 The accounting officer did not ensure that the nnunicipality had and maintained an 
effective system of internal control for assets (including an asset register) as 

required by section 63{2)(c) of the MFWIA, 


INTERNAL CONTROL 



lorformai 


40, 


^ accordance with the PAA and in terms of Genera/ Notice 1111 of 2010 issued In 
Government Gazette 33872 of 15 December 2010. I considered tniemal control 
rmevarrt to my audit, hut not for the purpose of expressing an opinion on the 
effectiveness of internal conIroL The matters reported below are limited to the 
significant deficiencies that resulted in the findings on the annual performance 

report and the findings on compliance with laws and regulaMpns included in this 
report 


41 The leadership structure at the municipality remai, 
year. Oversight responsibilities over reporting 
regulations and internal control were not aduuately 
officer did not evaluate whether man agemaMted imp 
controls with regard to the preparation of tfflWirtllteigi 
should prepare an adequate worjsino^ape^le 
statements and ensure that an adj^^ffiwwview 
the relevant disclosures are mad^^he fi^ncial 31Bements 


constant 


e fmancial 
and 

effective internal 
lents. Management 
to the financial 
to make sure that all 


42. There was Insufficient o^pq^^vi 
compliance with GRAP.^Bis an>WI^<u 
MFMA In addilion, rnaTO|ement qk n 
reporting on the p^etermij%cibjectiv^of tff 


ing nesponsibilities regarding 
S as Ttllll as auditing in terms of the 
xercise adequate oversight over 
municipality. 


43 The leadership's commitment to create a 

sound cojTtrBT en^lftgi^nt. emphU^ by accountability for public funds. An 
appr oprjj^ aders ht^ne towards financial reporting was displayed, but material 
adjustrrffl^ had to b^^temected In the financial statements In order to obtain 
improven»|KJi||^e Management should prepare adequate 

UatiwrrarrfTai^ffie to irte financial statements on a monthly basis. 


management 

Lviy^mant over financial reporting existed at the municipality as 


pd^SRont 

instTOkmanulPreconciliatrons of accounting records and supporting schedules 
at year'end. due to controls not being performed on a regular and 
isis^uring the year. Adequate reconciliations should be performed on a 

ISIS and these should be agreed to the trial balance in order to avoid anv 
iscrepancies at year-end. ^ 


Leadership 


45 


The municipality was unable to provide the auditors with adequate supporlino 
documentation for a number of components of the audrl on a rimefy basis This 
was as a result of the municipality not having an adequate record management 
system for the easy retrieval of documentation. Due to capacity constraints, staff 
were not able to reineve documentation timeously. Management should ensure 
lhal there are adequate staff to assist with the audit process. 


46 A system to monitor compliance with applicable laws and regulations was not in 
place. As a result, significant non-compliance with the MFMA and other regulations 
was identified. Management should ensure that ^ 


all compliance-related 
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documentation Is submitted limeously and that the MFMA calendar is strictiv 
adhered to. 


Governance 

47. The internal audit unit was not effective in performing Its duties and responsibilities 
rn the current year, as it was understaffed The internal audit unit did also not 
submtt quarterly performance reports to the audit committee. Managemenl should 
adequately staff the internal audit unit in order for the unit to dlscharoe its duties 
and responsibilities effectively. 
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4, Anti'Corruption Strategy 

Council adopted a Fraud & Corruption policy in December 2003 subsequent to that a plan was 
developed and adopted by council on the 23^ March 2010 The Municipality was In a process of 
establishing a committee that will ensure that an adopted plan is implemertled- Currently customer 
service cerrtre within the bstltuSon is handling whistle blowing on suspected corruption and fraud, 

5. Audit Committee annual report 30 June 2010 


S.1 Report of the Audit Committee issued in terms of the Municipaj 
No,56of2003(MFMA). 

We are pleased to present our report for the flrtandai year eni 
Audit Commfffee Members and Attendance 


Management Act 



The audit committee consisis of the membei|^tol hereurper 
annum as per its approved lemis of refefi«P ™iran the 
held. 


er a^^u^d^et four (4} times per 
yea^ree (3) meetings were 


The A(i 
Auc 


' Name 

t 

No of meetings 
attended 

Mr. L Gala^ 

5 

Mr. P. R jmi ■ 

4 "■ 

Ms. T^iklna 

3 


3 

— ^^ntfsana 

3 


f on 07 Janr 


^rs were 
■ 2010 . 

lities 


Dpointed to perform the responsibilities of the Performance 


The Aui||t.Cori1Qfllee is an independent advisory body w^ich must advise the board of directors, 
jr and the management staff of the municipality on matters refaling to (I) 
lal finafl^ controls and internal audits; (ii) risk management; (iii) accounting policies; (iv) the 
reliability and accuracy of financial reporting and Information; (v) performance 
jmsnt; (vi) effective governance; (vii) compliance with MFMA, annuaf Division of Revenue 
Act anTrany oilier applicable legislation: (wiil) performance evaluation; and (ix) any other issues 
referred to it by the municipa lity . 

The Audit Committee reports that it has adopted appropriate formal terms of reference as its 
audit committee charter, has regulated its affairs in compliance with this charter and has 
discharged alt its responsihilities as contained therein. 


The terms of reference were adopted by the Council. 
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The Effectiveness of Internal Control 


SignifiMnt ^akness^ of Internal contiDl have been reported by (he internal audit tendion and 
the Auditor General. The audit committee was given assurance by managemenl that most of the 
s^nifirant issued raised by the Audilor*General were wthin the means of managemenl to rectify 
outlined the chalfenges that resulted In the weaknesses Management has developed 
an a^on plan, with responsible individuals and dales, and the audit committee will be infarTn^ 
regularly of the progress made on the matters raised. 

In line P™A and the King III Report on Corporele Governance requ I remenis, Internal 

management with assurance th^fte Internal controls are 
apprapnate and effective. Thrs is achieved by means of the risk mattMeni process as well as 
Ihe <l«,fflcation ol a.«ive actions and suggealad anhrfS^'Ie So Xand 

processes. 

Evaluation of Financial Statements 
The Audit Committee has: 


reviewed and discussed the unauditei 
annual report, prior submission to the 
submitted annual financial statemenLs 
reviewed the Auditor-Gen ei 
reviewed significant adjustif^ resuflii 
The audit committee concur??^the Aui 
statements and that the^jipcial sti 
the municipalitii;;^^villes. 


The audit coi 
on the annua 
the ha rdj/vo 
worfj^^ldd^ 
tirele^ um 



_ included in the 
Accounting Officer. The final 
to time constraints; 
gement’s response thereto; 

^al's corralusion on the annual linancial 
nents as presented give a fair presentation of 


irk^ 


icatio*' 



wtsheslf^ress its deligfuon the attainment of an unqualifed audit opinion 
stetemei^r the financial year ended 30 June 2011. ft is a reflection of 
ml teal^nder the leadership of the Municipal Manager. The hard 
idgei and Treasury team Is also acknowledged as they worked 
lillons and maintained a professional approach at ail times. We 
IS milestone achiewmenl 

^e ^rperson of the committee I also wish to express my sincere gratitude to 
^mitlee members as (hey exercised vigifance and offered valuable advice to 

ll ICDaTI. 


und&the trying 


lemei 


Anri^f audit 

The anriual aud« of Mnquma Local Municipality by the Auditor-Generaf has been finafised ar>d 

30 Junt 5Sr for the year ended 

Genpral anH ma n accepts the findings, and is appreciative to the Auditor- 

annuaTaudll co-operation and openness that prevailed In the conduct of the 
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Interna] audit 

The Audit Committee co nee meet that Itie intemaf audit unit did not effectively carry out its 
responsibilities as a result of capacity constraints experienced by the unit. Marragement has 
committed to improving the capacity of the unit and establishment of a separate rfek management 
unit. 
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CHAPTER 5: GOOD GORVENAMCE AND PU8LIC PARTICIPATION- KPA 5 


1 . Overview of the Executive and Council Functions and Achievements 
1.1 FuncUoning of the Mayoral Committal 



*0 portfolio: 
isitlon^ntil 


The Mnquma Local Munidpalit/ is & categorv D Municipality with an executive mayoral type and ward 
committee system. There is a fuii-tlms Executive Mayor with the powers outlined In the Local 
Government: Municipal Slruclures Acl, 2000 as amended and [hose deiegated by Council from time 
to time In accordance with Section 59 of the same act. The position of Ccun^i^aker is full-time as 
well. 


There are ten members of the Mayoral Committee. Of the ten mej 
portfolios are part-time The following members held the mentioni 
of Council in May 2011. 


and 4 
of Ihe term 



1 Initials & Surname 

Portfolio 

Full-time f 
Part-time 

1 

. Ji.Q:.PYantyi 

Executive Mayof^^ ^ ^ ^ 

*^Full Time 

2 

Cflr B D. byan 

Council Speaker 

Full Time 

3 

ClIrNDube 

Straitegjg^lH^(per^^[^^^^ T 

Full Time 

4 

CllrV Nowanga 

Infras^Eral Plamka jAuelopi^t / 

Chief Wnngf Counc!^^ 

Full time 

5 

CNrZ Miokothi j 

fcmmunlt^^k^ces M i 

' Full Time 


Cllr N Sibini ^1 

reudget^TreaS^^ j 

Full time 

7 

ClIrZLauisa 

w^rale Servir^^^^ 

Fulilime 

8 ' 

CfIrNRkelA 

dfli^nication &l Community Participallon 

Part Time 

9 ■■ 

ClIrVQw^ 

Hous^^ 

Part Time , 

to 


^tera%|itation 

Part Time 

11 

Cjj^WS|SO^^^ 

Programmes 

Part time 

12 

MSpolu 

Sow Needs 

Part Time 


l}he following members holding Ihe positions es listed bebw. 


No 

[ Initials & Stimame 

Portfolio 

Full or Part Time 


r B Ganjarfl^ 

Executive Mayor 

Full Time 


y N Magadla 

Council Speaker 

Full Time 

8 

^|the^o 

Member of the Mayoral Committee: 
Infrastructural Planning & Development 

Full Time 

9. 

T Bikilsha 

Member of the Mayoral Committee: 

Community Services 

Full Time 

10. 

T P Ntanga , 

Member of the Mayoral Committee: Strateg ic 

Management 

' Full Time 

11. 

R Jlkwana 
(Resigned] 

Member of the Mayoral Committee: Budget 
Treasury Oflice_ 

Full Time 

' 12. 

L Mbangxa (passed 
away) 

Member of the Mayoral Committee: 

Corporate Services 

Full Time 
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f DP/P MS & Budget Technical 


As per the Process 


As per Ifie Process 


No 

Initials & Surname 

Portfolio 

Full or Part Time 

13, 

Madihane 

Member of the Mayoral Committee: Local 
Economic Development 

Full Time 

14. 

V Tango 

Member of the Mayoral Committee: 
Communications 

Part Time 

15. 


Member of the Mayoral Committee; Special 
Programmes 

Part Time 

16. 


Member of the Mayoral Committee: Housing 

Part Tme 

17. Member of the Mayoral Committee; Water 

t I and Sanitation j 

Part Time 


f,2 Coundf Com/npffee and Events and Sittings of Meetings (201 


Frequency 


infllmiiin Ko. of 
meetings Planned 


Event/Meeting 


No of 
Meetings Held 


Bur/get a Treasury 


Communtty ServI 


Strategic Ma. 


mfras^olM Plannl 
Deire/ooiffnt 


arterly 


1 Council 

2 I Mayoral Committee 


Corporate Services 


Mayoral Briefing Sessions 


Quarterly 


BkmonthI 


Standing Committees 


Quarterly 

As per the Process 
Plan 


As per the Process 
Plan 


4 

As perihe Process 
Plan 

As per the Process 
Plan 


IGR forum 


IDP/PMS&IDP Rep Forums 


IDP/PMS S Budget Steering 
Committee 
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Ko, 

Event/Meeting 

Frequency 

Minimum No. of 

meetings Planned 

Meetings Held 


Steeling Committee 

Plan 

Plan 


’ 10 

Rules Committee 

Quarterly 

4 

0 

11 

Training & Equity Committee 

Quarterly 

4 

1 

12 

Oversight Committee 

Quarterly 

4 

2 

13 

Whips Committee 

1 Quarterly 

4 

Oj 

14 

Ward Councillors Forum 

Monthty 


3 

15 

Technical Training Committee 

Quarterly 


1 

16 

Local Labour forum 

Quarterly 

X 

0 

17 

OHS & EAP Committee 

Quarterly 



18 

Audit Committee ' 

Quarterly 

4 

^ 3 


Ex0cuttve IWanagemenl 
Committee 
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t.3 Public Participation and Consultation 

The Municipality adopted policies and Strategies for public participation and communication in fine 
with Chapter 4 of IJie Locai Government: Municipal Systems Act, 2000 (Act No 32 of 2000) as 
amended. The policy and strategy make provision for fre mechanisms for community participation 
within the Municipality. 


The following mechanisms are some used for community participation and communication- 


Mayorat imbtzo's 
There were at least four Imbizo's conducted during the financial yeaj 


IDP/Representativa Forum 

IDP/Budgel representatives were held to enable participajfe^f com 
Customer Satisfaction Surveys 

There were no customer satisfaction surveys the ratiiew, however council 

Introduced electronic customer feedback device^iw winch we feedback from customers on 
the service we provide them We reo|tk^^iMI]lv i€S@lsTfOTW)tKise ttevices. 

Ward Committees Estabtisfimant an^^ndlonifi 





1 WARD 

1 No of Meetinot 

iWARD 

No of 

MmIIikiv 

WARD 

No ofMaottnui 

1 



1 

21 

4 ! 

. 2 




0 

23 

.0 



24 

25 

25 


iL 

23 


18 


Commun/^Deve/opmeof Workers Performance 


3Q 

3t 


14 Communication Strategy 


The Marketing, Communication and Branding Strategy has been developed in house and went 
Ih rough process of consultation Intemaliy and externally and it will be adopted in the next financial 
year. Good relationship was established between the Municipality and media houses to communicate 
matters that are in Ihe best interest of the Mnquma Community. The Communication Strategy of Ihe 
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Municipality is driven at the Strategic Management Directorate under the Municipal Relations Unit. 
The unit is staffed and the folio wirrg are incumbents therein: 


0 Municipal Relations Manager 
0 Communication Officer's x 2 
o Events Manager X 1 



The unit is fully functioning has been able to perfotm the following; 

o Monday slot at local radio{Khanya Community Radio), the slot Is lo share weekly 

diary with the community 

o Internal newsletter is also generated monthly and placed In thel^ufl^^bsite 

wivw. nirnc u ma .oov-za . The internal newsletter is shared iri'iemaimfl and external 

customers all the activities for Ihe Month and upcoming e^^for the follo^^onth 
o Qu aledy newsletter Is also ge ne rated a nd prin tedjhis news ^feg^ ant to all^^ unding 
towns and the purpose is to advise the Mu n idnaliiM hifih a ns ^information. The uriitt Is 


well capacitated with tools such as computers, cami 


Four IGR Meetings were convened by The meetings were set to 

discuss plans that can be incorporato^ the Mr^(j|na l^^t Government Departments tend to 
send representatives with sujfeient infoftj^ion as a^ult i^nds to be the waste to convene those 
meetings, The challenge^g^ escalate^'^e foveloj the MEC which is being attended 
■Government Departme^^t also invited tol^p. Fp^fns so as partake by presenting the status 
quo on the projectsjha^ i^^ntonted in Mnqt^^’ 

1.6 Legal Servb 

The mdPffi^lityTBs established^ in- house legal unit which is led by Advocate. The incumbent 
as3l^hel^hfojH^gattec^|^all legal matters and also assigns lawyers to represent the 
stituTO^ipn toft^ds to be attended to. 

the following court cases were head and status quo is presented hereunder: 

bh Cases 


1.5 Intergovernmental Relatiorvs 


CASE NAME 

I RECOVERY 

(Yeamo) 

REASONS FOR NON 1 
RECOVERY 1 

i 



NH Skelenge vs Municipality plus others 

I Yes 

Awaiting taxation 

NH Skelenge vs Municipality others 

I 

! 

Lampads Inv, Vs Municipality 



Songe Constr. Vs Municipality 



Mengezeleli vs R Nil Municipality 
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CASE NAME 

mmm 

(mm) 

REASONS FOR NON 
RECOVERY 

Munfcipaiity vs HN Skelenge 



_ Muncipaflty vs NM Skeian^ 



! Bikitsha vs R Nit Municipality 



Mtshongwana vs Municipalitv 


] 

Municipafoty vs LVN Civils and Rinoma Construction 




iyiunicipaiiW vs Zgnzele & Bens 


Municipaly vs R Nil A Gcal! 

' Lang ulabantu Construction vs Munidpalftv 

, ^^uri lcipali ty vs T Tsanqiwe 
1 N Nqevu vs Munrcipalitv ~ 


Meflaphase TradinQ vs Municipality 
Atlas Constfuctlon vs Munldpality 

J Ndayi vs R Nil Municipafity 

TL Tstiaka vs R Nil Muni cipailfy 
Municipality vs 282 PHP illegal occupants 


^nidpalfty vs R N il occu pants o f Council Hqi 
M unjci paH tjf vs TKA Consiiltmi; ’ 

F Vondovondo vs Municipality 

P Khubekeli H Nil vs Municip alU 

Municipality vs Tebele and AssoT 

Mokuzola Finca R Nil + 11 o thiefs vs 
Mimosa Properties vs Muoi 

Unc ed o Taxi ft Nil Assj 

Municipality v s R 
Municipality vsl 



Maqhawe Conslniction vs Imilha Yelanga consulting 
and munidpalitv 


inv&st orex cc vs Mu nicipal 
Bongani Gqubela and tw others vs Municipality 
Mat oti Mph a hiwa 
B Mndende vs R Nil j Mbewu 


I State vs Matoli and R Nil Mpahlwa 

I M u n icipalitv vs Menqeze lelf 
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(b) 


Case Name 

Compliance with judgment 
(Yea/no) 

Reasons for non-compliance wilh 
judgment 

n/a 

None 

n^a 
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